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A Banker’s Diary 


Mid-Mareh—Mid-April 


CHI ager pete the Defence and Civil Estimates for 
1937-38 had prepared the country for some increase in 
taxation, in spite of the decision of the 
Government te borrow {£80 millions for 
defence during the current financial vear. 
During the earlier stages of Mr. Chamberlain’s budget 
speech it sounded as if these increases would be small, 
for, relying quite justifiably, upon the continuance of 
recovery and the natural buoyancy of the revenue, he 
announced that the previous basis of taxation would 
vield him an estimated revenue of £848 millions, against 
estimated expenditure of £863 millions. This left him 
with a prospective deficit of £15 millions, and when he 
announced that the generally expected increase in the 
standard rate of income tax from 4s. od. to 5s. in the 
pound would yield him £13 millions in 1937-38, it seemed 
as if the gap had been filled. Mr. C hamberlain, however, 
felt bound to look ahead, for defence expenditure was 
not reaching its peak in 1937-38, while the proposed 
defence borrowing of £80 millions was a full fifth of the 
five-year borrowing programme of £400 millions. He 
therefore announced a new tax, called the National 
Defence Contribution. This is analogous to the former 
Excess Profits Duty, but is of a much more complex 
and elastic character. Apparently it has three objects. 
The first is to tap the profits being earned from rearm- 
ament. Next it prov ides a new source of revenue at a 
time when income tax has probably reached its limit and 
when the upward trend of the cost-of-living precludes 
the imposition of additional indirect taxation. Finally 
by discouraging speculation, it may help to smooth 
out the approaching peak of the trade-cycle, and thus 
help to mitigate the subsequent depression. The new 
tax has aroused great controversy both over its principle 
and detailed application. Some of these points are 
referred to on a subsequent page. 


The 
Budget 
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THE gold rumours of early April led to a further statement 
ot British monetary policy by Mr. Chamberlain. He was 
a careful to explain that there was no change 
ii lhe in policy and that the government were fully 
Government 
and Gold @live_to the need of doing nothing to 
interfere with the trade revival. He equally 
made it clear that the Government were not concerned to 
maintain a fixed sterling price for gold. Indeed he could 
not have said anything else w ithout committing the 
Government to de facto ste vbilisation, and it should be 
remembered that last autumn’s tripartite monetary 
agreement only provided for reasonable stability of the 
exchanges at their new level and did not directly bind us 
to stabilise the price of gold. Mr. Chamberlain was careful 
to make his statement in such a way as to suggest neither 
an increase nor a decrease in the sterling price of gold, 
for an increase would have implied a competitive de- 
preciation of sterling, while a decrease would have implied 
deflation. The fact is that there has been not the smallest 
change in British monetary policy, and the Government 
have treated the gold rumours with well-merited con- 
tempt. Howsoona reorientation of British policy will be 
necessary to take account of the progress of the trade 
cycle is a matter which we discuss elsewhere. 


I<XCEPT for a few days at the end of the quarter money 
has remained very comfortable. The fact that the Easter 
currency withdrawals coincided with the 

The heavy demand for Treasury bills maturing 
Money ; 
Market 2 the end of June created a temporary 
shortage of money at the end of March. 

Bankers’ deposits dropped to £62-3 millions on March 31, 
against {94 millions only a fortnight before, while the 
heavy Treasury bill payments raised public deposits to 
{52-2 millions. There was no real stringency, for special 
assistance had been previously given through open-market 
purchases of early April bills, this raising Government 
cecililies at the Bank from {90 to £100 millions. Early 
in April there were heavy maturities of Treasury bills 
paid for at the beginning of January, while the Easter 
currency returned, reducing the note circulation from 
the Easter peak of £474 millions to £466 millions. Thus 

I 
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money again became very easy, and is likely to remain so 
until the end of the month when the Coronation and 
Whitsun currency withdrawals begin. Meanwhile the 
market has only had a partial success at the April Treasury 
bill tenders, and so there has not been too abundant a 
supply of bills. The banks are ready buyers of June 
Treasuries at 4 per cent., but the shortage of bills is 
forcing them to take mixed parcels of June and July 
Treasuries at their usual rate of $ percent. The improve- 
ment in world trade and the rise in commodity prices is 
beginning to increase the supply of commercial bills. 
A greater number of bills are coming forward for discount 
and bills are also being drawn for larger amounts. 


THE March returns of the London clearing banks reflect 
the culmination of the spring revenue collection and 
March redemption of Treasury bills. They must 
Clearing be interpreted in conjunction with the 
Bank reduction of {110 millions in tender issues 
Averages of Treasury bills between December and 
March. Taking this quarter as a whole, the banks’ dis- 
counts were reduced from £322 to £248 millions and then 
call and short loans (made largely against Treasury bills) 
from {195 to £170 millions; or a total reduction of £99 
millions. There was also a reduction in bank cash from 
£244 to £226 millions between December and March, and 
in the latter month several of the clearing banks showed 
cash ratios of just under 10 per cent. This movement, 
however, was not due to revenue collection, but to pre- 
parations for the end of successive banking half-years. In 
December cash is increased in readiness for the December 
31 balance-sheets, while at the end of March cash is 
reduced by heavy payments for Treasury bills maturing 
on or before June 30. Deposits have been reduced 
somewhat, from {£2,315 millions in December to £2,244 
millions in March. This reduction is due to tax pay- 
ments mitigated by the further increase in bank advances 
during the quarter from £885 to £934 millions. This last 
movement is due to active trade, rising commodity prices 
and also to borrowing for the purpose of making tax 
payments. Investments rose during the quarter from 
£660 to £667 millions, but the rate of increase is much 
slower than several years ago. The revival in world trade 
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is reflected in an increase in acceptances, endorsements, 
etc., from {109 to £122 millions during the quarter. 


THE American gold rumours, discussed at length on 
another page, made April an interesting month. At the 
end of March there was a demand for spot 


Phe francs due to the payments for the French 
ere oe al Defence Loan due on April 2, and these 


brought about a temporary weakness in the 
dollar and other currencies. Almost immediately there 
followed the rumour that the dollar price of gold was 
about to be reduced, carrying with it the implication that 
the dollar itself would appreciate against other currencies. 
A strong demand for dollars developed which initially 
carried the rate from $4-91} to $4-89%, and both the 
French and British controls bought dollars. The next 
few days were very disturbed. Dollars began to be sold 
again, this time against Russian and other gold shipments, 
and the spot rate rose to $4-90g. The London price of 
gold fell to a discount below the dollar parity price, owing 
to the general reluctance to buy gold for shipment to New 
York, and special support had to be given to the bullion 
market. Meanwhile the French Control took advantage of 
the general disturbance to carry out their intention, 
reached some time before, of allowing the franc to 
depreciate towards its lower statutory limit. The spot 
rate was allowed to slide from Frs. 1063 to Frs. 110, and 
the market formed the view that a rate of Frs. 111 was 
the ultimate goal. This caused the discount on three 
months’ francs to narrow as the spot rate rose, so that for 
several days the three months’ rate remained at Frs. 111. 
Later, however, fresh weakness developed, and there was 
an ominous increase in the three months’ rate practically 
to the rate equivalent to the lower statutory limit of the 
franc. Simultaneously the continuance of gold shipments 
to New York caused the dollar to depreciate to $4-94. 
The guilder, belga and Swiss franc have followed the dollar. 


Imports showed an increase during March of {11-0 mil- 
lions, and were {14-7 millions higher than in March, 1936. 
March Raw material imports increased by {2-9 
Overseas millions to {25-0 millions, compared with 
Trade {19:6 millions a year ago. British exports 
also increased from £38-6 millions in February to {43:5 
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millions in March, against £36°5 millions in March, 1936. 
Re-exports were {0-2 millions ‘lower than in February, 
but fo-8 millions higher than a year ago. The returns 
are summarised below : 

Mar., 1936 = Feb., 1937. —- Mar., 1937 


£ millions. { millions. £ millions. 
Imports .. we 68-0 yf te 82:7 
Exports .. bit °5 38-6 43°5 
Re-exports , “5: 9g 6-9 6°7 
Total exports = 42°4 45°5 50-2 


For the first quarter of 1937 imports gee to 
£229:5 millions, against {200-1 indices j in 1936. British 
exports stood at {121-1 millions compared with £{106-1 
millions last year, and re-exports were {18-8 millions, 
against {15-9 millions in 1936. The adverse trade balance 
therefore amounts to {89-6 millions, compared with 
£78-1 millions in 1936. 


The Banks and the Trade Cycle 


HE final revenue returns for the financial year 
| 1936-37 showed that last year’s budget had approx- 
imate iy and successfully balanced—so successfully 
in fact, that there was a general divergence of opinion 
among commentators as to whether there was a surplus or 
deficit. This last point is almost immaterial. The 
general desire of the Government was to create an 
atmosphere of confidence combined with the realisation 
that there was no margin of revenue in hand, and the 
1936-1937 results succeeded admirably in giving this 
impression. Writing a few days before the opening of 
the 1937-38 budget, it was clear that small increases in 
taxation must be expected. It was equally clear that 
the country’s financial position remained sound. 
Meanwhile it is obvious that the trade cycle has 
reached an advanced stage in its upward swing, and that 
in certain respects an unstable and top-heavy position 
had developed. Early in April the rumour spread that 
the American Treasury was Proposing to reduce its 
buying price for gold below $35 an ounce, on the ground 
that too much gold was cethooming at that price. 
The rumour was patently absurd and was rapidly traced 
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to an entirely unofficial source. Moreover it was quickly 
denied at Washington both by President Roosevelt and 
Mr. Morgenthau, while Mr. Chamberlain stated in the 
House of Commons that there was no change in British 
monetary policy. Rapid as these denials were, however, 
in the meantime the mischief was done. There was a 
general break in both security and commodity prices 
in London and New York, and for a day at least gold- 
mining shares were practically unsaleable. The London 
price of gold fell below the dollar parity price, and demand 
for gold became so small that special support had to be 
given to the London bullion market. After about a 
week, a calmer atmosphere developed and markets 
generally became steadier, but in the meantime there 
was a substantial shake-out of weak positions on both 
sides of the Atlantic. 

A moment’s reflection should have made clear the 
absurdity of this rumour. President Roosevelt cannot 
lower the dollar price of gold by more than a fractional 
amount without going to Congress for fresh legislation. 
The French Government is in the same position and the 
last thing which M. Blum would countenance to-day is 
anything giving the slightest impression of deflation. 
Public opinion all over the world is at the moment more 
enamoured of reflation than deflation, and there is no 
desire to destroy the tripartite monetary agreement 
when it has only been in existence for a bare seven months. 
Finally no Government to-day would desire to depreciate 
gold, for all Governments are large holders of monetary 
gold stocks in their national Exchange Funds. 

Absurd as the rumour was, it arouses one fresh line 
of thought. To-day the monetary authorities of many 
countries, and notably the United States, are prepared 
to buy gold without limit at what, compared with the 
present cost of production, is a very generous price. 
The result is an increase since 1931 of over 50 per cent. 
in the world annual output of gold, accompanied by the 
Indian dishoarding of recent years. Russia in particular 
has more than quadrupled her output since 1931, and is 
now rapidly disposing of her gold “ while the going is 
good.”’ All this holds out a prospect of general gold 
inflation all over the world and to the United States at 
least this has already become more than a prospect. 
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Obviously there is a limit to the power of central 
banks and Treasuries to absorb new gold without un- 
toward consequences, but that limit is still a long way 
off. Various remedial measures can be and are being 
applied. The United States is increasing the minimum 
cash requirements of the member banks. Central bank 
gold ratios can also be raised, just as they were reduced 
several years ago when there were fears of a shortage of 
monetary gold. As a last and still more drastic remedy 
gold coin could be put into circulation. Thus the time 
is still a long way off before Governments and central 
banks will either have to refuse to buy gold, except from 
each other, or to lower the price. 

The real lesson of this April episode is the insta- 
bility of markets, as regards both securities and com- 
modities. The commodity position is probably sounder 
than it was early in the spring when speculation based 
upon rearmament and the absorption of surplus stocks 
suddenly rushed prices up to extreme levels. There 
has since been a very necessary reaction coupled with 
certain actual or promised increases in production and 
supplies. Still recent history confirms the impression 
that we are drawing near to the crest of the trade cycle, 
and it is an unfortunate fact that a heavy rearmament 
programme has come upon us at this juncture. This 
brings to light our paramount need. Five years ago the 
National Government successfully evolved and applied 
an economic policy to bring us from acute depression to 
relative prosperity. It is now the duty of the Govern- 
ment to evolve a policy to smooth out the top of the 
trade cycle and to mitigate the subsequent down-swing 
of trade. 

The present banking position gives us a line upon our 
future policy. Normally the joint-stock banks not only 
maintain a minimum ratio of Io per cent. of cash to 
deposits, but also an allied proportion between their 
deposits and their more liquid assets, such as cash, call 
and short loans and discounts. This latter ratio usually 
lies between 30 and 35 per cent., leaving just over 
70 per cent. of their resources available for employ- 
ment in investments and advances. In 1933, when frozen 
advances were being repaid and when the Government 
were expanding the banks’ supplies of cash in conso- 
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nance with their recovery policy, the banks temporarily 
found themselves too liquid, even though they were 
rapidly expanding their investments. At that time the 
ratio of liquid assets to deposits rose to nearly 40 per 
cent. Latterly, however, the trade revival has brought 
with it a new and growing demand for advances, with 
the result that the “ liquid assets’ ratio has receded to 
the normal level, while the banks have had to slow down 
their purchases of securities. 

It is at this juncture that the rearmament programme 
has come to the front. Apart from the issue of Defence 
Loans, in which the banks will presumably take their 
share, there is likely to be a new demand for bank loans 
to finance purchase of materials, extension of plant 
(pending new capital issues) and even because of the rise 
in commodity prices. Thus the banks will be invited 
to add to both their investments and advances at a time 
when they have less margin in hand for these purposes 
than they had four years ago. This turns the banking 
system into a lever for the. proper regulation of credit 
and indeed for the proper smoothing-out of the trade 
cycle. 

This need for “‘ smoothing out "’ was obviously present 
in the Chancellor’s mind when he devised his new 
‘“ National Defence Contribution,’ which was the only 
surprise in the budget. Intrinsically this is a revival of 
the former Excess Profits Duty presumably designed to 
tap rearmament profits. It is necessary to consider the 
new tax from two different angles. First, is the principle 
sound; and second, do the details need modification ? 
The comments which the budget has so far evoked suggest 
that in its present form it may prove inequitable in 
more ways than one, but a final judgment cannot be 
made until the text of the Finance Bill becomes available. 
There is little doubt that numerous and possibly far- 
reaching amendments will prove necessary when the 
Finance Bill reaches the Committee stage, and Mr. 
Chamberlain has already stated that he will preserve an 
open mind. So far as the principle is concerned, the 
important point is whether a tax of this character can 
be turned into a new instrument for smoothing out the 
trade cycle. Here again judgment for the moment must 
be reserved, 
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Returning to the banking aspect of the present 
situation, and making due allowance for the likely effect 
on industries of the new taxation, it is still necessary 
to avoid the temptation of enlarging the credit base 
so as to pump fresh cash into the banking system with 
the object of facilitating an expansion of deposits. 
Some expansion of this kind may be necessary, but it 
should only be regarded as a last resort. It would be 
much better for the banks to review outstanding loans 
with the idea of calling some of them in so as to make 
room for rearmament finance. Admittedly this would 
cause a certain amount of inconvenience and also have 
a damping effect upon consumption and trade. But as 
we said a month ago, it may be necessary to check private 
consumption in order to switch part of our production 
activity over to rearmament. Equally the banks 
would be justified in holding off the gilt-edged market 
to an extent which would bring about a very limited 
increase in the long-term rate of interest. These are the 
natural ways of bringing about a postponement of non- 
essential production, capital expenditure and consump- 
tion, and this let us say is the only practical way of 
smoothing out the top of the trade cycle and filling up 
the bottom of the next depression. Postponement must 
be the watch-word to-day, and the banking system can 
help to bring it about. This must be carried out very 
carefully, and some expansion of the credit base may 
ultimately prove necessary. The important point is to 
check or defer that expansion before it shows any sign 
of causing a general inflation of prices and costs. To-day, 
when a higher level of wholesale prices has been established, 
when there is an absence of the usual seasonal fall in the 
cost-of-living, and when it is becoming increasingly 
difficult to resist demands for higher wages, the need for 
avoiding an expansion of the credit base is becoming 
insistent. The susceptibility of markets to rumours such 
as the gold rumour of a few weeks ago, emphasises this 
need. In short, the country cannot have rearmament 
without paying for it, and the means of payment is post- 
ponement of non-essential expenditure, both public and 
private, and some slight stiffening of interest rates. The 
banks are now in a position where they can help towards 
this end. 























Life Policies as Security 
By A. V. Barber 


NE of the advantages of life assurance is that it 
() wong a policy-holder with an asset against 

which he may borrow in the case of need. This 
is often most valuable to a professional man, such as a 
doctor desiring to buy a practice. A customer with no 
capital acquired or inherited may approach his banker 
and, in suitable circumstances, may offer a form of 
security which, if supported by a guarantor, will protect 
the latter, if he is relying upon the ability of the borrower 
to adjust the debt out of his earnings, in the event of 
death. The possession of a life policy will enable a 
borrower to give satisfactory security to a long lender, 
such as a reversionary society, should he desire to chars ge 
a prospective interest depe ndent upon surv ivorship. 
Again a life interest may be rendered adequate cover in 
suitable circumstances when completed by the assignment 
of a life policy. 

In the cases just mentioned, the policy is supplemen- 
tary or collateral as cover, but when a policy has been 
in force over a period sufficient to give it a surrender 

value, which begins to accrue after two or three years’ 
premiums have been paid, it may often constitute sole 
or substantive security for a banker’s advance. Surrender 
value, which is the amount for which the office will 
re-purchase upon accepting surrender, is calculated to 
allow for office cost, payment for risk already incurred, 
life of the policy, etc. 

Since the passing of the Policies of Assurance Act, 
1867 (g Halsbury’s Statutes 848), assignments of policies 
have been recognised at law. Legal mortgage is usual, 
and is always advisable, as distinct from equitable 
mortgage. 

arene must be effected in such form* as to 





















* The following provisions should be contained i in a mortgage of 
a policy :— 


1. It should be expressed as a continuing security, to avoid the 
application of the Rule in Clayton’s Case, and is usually 


Continued on next page 
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ensure that the whole interest is assigned, and that the 
assignee has power to surrender without being obliged 
to sue. Thus the banker is protected against loss in the 
event of failure by his customer to maintain the payment 
of the premiums. Some policies contain a clause under 
which, if premiums are not paid, the surrender value 
may be reduced by application of the payment of the 
premiums, but this danger can be overcome by conversion 
into fully-paid assurance. 

Notice of assignment must be given to the Assurance 
Company with the payment of a fee—usually five shillings 
—and an acknowledgment is sent which should be filed 
with the assignment. 

The terms of, and title to, the policy must be clear. 
Any question of prior claim must be cleared up with the 
Company. All premiums must have been paid to date; 
also it must be ascertained that the borrower has power 
to assign and be stipulated that all parties interested in 
the policy join in the arrangement. Finally, the assign- 
ment of the policy must be stamped up to the maximum 
amount of the advance against it at any time at the 
appropriate rate of duty, according to whether the 
document represents primary or collateral security. 

When these conditions have been satisfied there could 
hardly be on the face of it as ideal a form of security for 
a banker as a mortgage of a policy in a first-class office 
up to the amount of its surrender value. An advance for 
a short period may be granted with the knowledge that, 
should the borrower prove to be unable to repay from 
other resources, realisation of the security itself can be 





drawn to cover all possible liability to the Banker on part of 
the borrower. 

All the policy is duly assigned to the Banker, together with 
any bonuses and additions thereto. 

The Banker is empowered to give a discharge to the borrower's 
personal representative for all monies due under the policy. 

The Banker is empowered to surrender, sell, or otherwise deal 
with the policy. 

. The borrower undertakes to pay all premiums when due, and to 
do nothing to render the policy void. If the assured fails to 
pay the premiums, the Banker is empowered to add the 
amount to the amount of the borrower’s debt. 

[he borrower has the right to redeem the policy on payment of 
all sums due to the Banker, i.e. the equity of redemption. 
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effected at a minimum of inconvenience and loss to 
himself. Further, the security cannot depreciate; with 
the payment of additional premiums it increases in value. 
There is thus no need, as with Stock Exchange securities, 
to watch a margin, to press for sale owing to depreciation, 
nor in other circumstances in which repayment is required, 
to realise the security by sale if the borrowing does not 
exceed the amount (slightly less than the surrender 
value as a rule) which the Insurance Company themselves 
would be prepared to lend. In most cases the knowledge 
that this alternative borrowing can be effected at will, 
would justify renewal of the banker’s advances from 
time to time if his customer requires it. 

In these days the reliability of a contract with an 
office of standing is taken for granted, but there are, 
unfortunately, two contingencies in which the security 
of a life policy may be invalidated. The measure of 
these risks deserves careful consideration. 

In the first place the assured may be found to have 
taken out his policy upon false representations ; a contract 
of life assurance must be wbherrime fidei. In the second, 
there is the contingency of his dying either by the hand 
of justice through the commission of a capital offence or 
by felo de se. 

In practice, losses by assignees due to such causes 
have probably been almost negligible in the past—at 
least so far as can be judged by tried cases. A policy 
which has been in force over a long period during which 
the premiums paid year by year have built up its value 
is almost sufficient in itself to indicate that the assured 
would not have entered wittingly into a contract liable 
to be avoided by his mis-statements. Age of the life 
assured should be admitted by the company at the outset, 
and as to other details, the greater his stake in the 
contract, the less would be the moral hazard of his 
misrepresentation. 

The second contingency—viz. that of invalidation 
by crime, including felo de se—is one which will now 
be difficult to measure in view of the recent judgment 
of the Master of the Rolls in the case of Beresford v. 
Royal Insurance Company, Lid., reported in The Times 
of March 23 last. Here the niece as administratrix 
of the policy-holder sued the Insurance Company for 
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£42 469 Is. 10d., being £50,000 less loans by the Company 
on policies of assurance taken out by the deceased nine 
years before his suicide in August, 1934. 

The action was first tried with a special jury before 
Mr. Justice Swift, and it was held that the death was 
caused by felo dese. Nevertheless the claim was admitted, 
but it was subsequently reversed by the Court of Appeal. 
The Master of the Rolls held that felo de se av oided the 
claim; it is equivalent to murder and “neither the 
murderer nor his estate nor his assigns could take a 
benefit under the policy.’ 

There is thus the disturbing possibility, as was 
commented in The Economist of March 27, that “ the 
judgment has the serious effect of jeopardising the 
savings of a man’s lifetime and of impairing the security 

value of a life-policy.”’ If this is so, no banker will be 
able to accept without considerable reservation in future 
the security of a life-policy—-whatever its surrender 
value may be. 

Before we reach so definite a conclusion regarding 
bona fide assignees for value several considerations 
should be weighed. In “ Hart’s Law of Banking ’”’ the 
following statement appears on page 994 (Vol. Il), with 
relevant cases cited: “The policy may be avoided if 
the assured dies by the hands of justice (a), or commits 
suicide while of unsound mind (0).’”’ Also it is laid down 

‘that if the assured should die by his own hands or the 
hands of justice, it shall remain in force to the extent of 
any interest therein acquired by another person for 
value ”’ (c).T 

It does not appear therefore either that the principle 
of voidance by felo de se is now established for the first 
time in law upon grounds of public policy, or that the 
admission of this principle in the past has avoided the 
claims of an assignee for a monetary consideration. The 
difficulty imported by the judgment, however, is that it 
does introduce the conception of voidance of the claim of 
an assign. Does this apply to the claim of an assign 


t(a) Amicable - Society v. Bolland (1830) 4 ‘Bli N. nm 194. 

(b) Moore v. Woolsey (1854) 4 El. and BI. 243. 

(c) Ditto. Also aa Leakey & Co. v. Scottish Provident Insti- 
tution (1927) I. Ch. 55 
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who has given valuable consideration? In the Beresford 
case there was no assignee for value. There must surely 
be a distinction between an assign who has given valuable 
consideration and one who has been conferred no interest 
under mortgage. It seems hardly conceivable in view 
of the application of the principle ex turpi causa non 
oritur actio that in the last resort an Insurance Company 
should stand to benefit by felo de se and retain all accrued 
premiums against assigns for value. Any definite con- 
clusion, however, would be rash for, in the first place, 
reference to this point in the recent decision of the Court 
of Appeal is at best obiter dicta as grounds for the inference 
that from now onwards the interest of an assignee for 
value may be avoided, and, in the second place, the case 
was not one in which any claim by an assignee for value 
was put to the test. Pending final decision by the 
Courts or the decision of a case in point, it must be 
recognised that the situation is highly unsatisfactory for 
bankers and other assignees for value against life policies. 
In the meantime they may rely upon cases hitherto 
tried to some extent material to their position, and also 
upon the fact that instances of felo de se are happily rare, 
for, as was remarked in the judgment of the Court of 
Appeal, such is seldom the finding of juries. 

Whatever doubt attaches to the position of assignee 
for value in the case of felo de se, it is clear that the 
judgment renders void so far as concerns personal 
representatives and assigns without value the inclusion 
in a life-policy of a provision to the effect that even when 
the assured dies by his own hand the Company shall 
pay under the policy, or that it shall be within the 
discretion of the assurers to return a proportion of the 
premiums paid, or the office value, of the policy. 

It is to be hoped that the legal position of third parties 
will be defined beyond doubt, not only from the point 
of view of bankers and other assignees for value, but also 
of the assuring public and the life offices themselves. 
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Banking and Married Women 
By a Correspondent 


lecturer remarked that there was no longer any great 

necessity to deal separately with married women, 
because the practice according to which textbook writers 
on law have always been accustomed to class them with 
lunatics and idiots has now disappeared, it having been 
brought to an end by the Law Reform Act of 1935. The 
lecturer clearly had in mind that that Act carried to a 
further high point the degree of independence which the 
married woman had acquired under earlier statutes, 
nee apse the Married Women’s Property Act, 1882, 
and he went on to show that the married woman is now 
on the same footing as spinsters with regard to the 
ownership and disposition of property. 

It should not be thought, however, that a married 
woman may now be treated in precisely the same way 
as a man or a feme sole, and it may perhaps be useful to 
see to what extent and in what way precautions in dealing 
with her are still advisable. 

Before 1882, married women could not hold or acquire 
property and could not enter into a contract. Up to the 
time of the passing of the Law Reform (Married Women 
and Tortfeasors) Act, 1935, they still laboured under a 
certain disability. They were not legally independent 
of their husbands. Their dependence was in nature 
beneficial, but nevertheless it placed them at a legal 
disequality with men and with spinsters. 

Apart from this, a married woman could only be made 
bankrupt if carrying on a business either alone or in con- 
junction with her husband. The latter might be liable for 
her debts, contracts and torts arising both before and 
after marriage, but in the first case only to the extent of 
property which came to him through the marriage. In 
addition she was generally regarded as being sufficiently 
under the influence of her husband for it to be a wise 
precaution on the part of people dealing with her to ensure 
that any contract into which she entered was fully under- 
stood and that she entered into it of her own free will. 


[T a recent lecture before the Institute of Bankers the 
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The chief step in the breaking down of a married 
woman’s dependence on her husband was taken in the 
Married Women’s Property Act of 1882, by which it 
was made possible for her to acquire and hold property 
as her separate estate and to dispose of it as she pleased, 
subject sometimes—as in the case of the income from 
settled property—to a restraint upon anticipation ; and 
to render herself liable under a contract in respect of 
her separate property or any of which she might later 
become possessed. She could be sued and execution 
could be sued out against her separate estate, but judg- 
ment was against her property and not personal, so that 
she could not be imprisoned for debt. Under the Married 
Women’s Property Act, 1893, if a married woman 
entered into a contract on behalf of someone else, she 
could never be liable on the contract, even if she did 
not disclose that she was acting as an agent (Paquin v. 
Beauclerk [1906] A.C. 148). In such cases the principal 
only could be sued—which often meant the husband. 

Among other things the Act of 1882 further made it 
possible for a married woman to effect life assurance in 
respect of her own life and that of her husband for her 
separate use (which words have by the Law Reform Act 
been replaced by “ own benefit ’’), and it declared that a 
policy taken out by a husband for the benefit of his wife 
or his children created a trust in favour of the beneficiaries 
and that as long as it remained unexecuted the benefits 
did not pass to the estate of the assured and could not 
be taken in satisfaction of his debts. It has been held 
(Cousins v. Sun Life Assurance Society [1932] 49 T.L.R. 
12) that the wife takes a vested interest which passes 
to her personal representatives if she predeceases her 
husband. 

Considered from a banking point of view, the matter 
falls, roughly, under three heads: restriction upon 
capacity to contract; power to bind the husband; and 
liability to undue influence. 

The first of these was virtually removed by the Law 
Reform Act of 1935, s. 1 of which says that a married 
woman shall :— 

“(a) be capable of acquiring, holding, and disposing 

of, any property; and 

‘(b) be capable of rendering herself, and being 
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rendered, liable in respect of any tort, contract, 
debt, or obligation; and 

“(c) be capable of suing and being sued, either 
in tort or in contract or otherwise; and 

‘“ (d) be subject to the law relating to ‘bankruptcy 
and to the enforcement of judgments and 
orders, 

‘‘in all respects as if she were a feme sole.”’ 

Section 2 says that “all property which— 

‘““ (a) immediately before the passing of this Act was 
the separate property of a married woman or 
held for her separate use in equity; or 

‘(b) belongs at the time of her marriage to a woman 
married after the passing of this Act; or 

‘(c) after the passing of this Act is acquired by or 
devolves upon a married woman, 

‘ shall belong to her in all respects as if she were a feme 
sole and may be disposed of accordingly.” 

The effect of this is to make her completely indepen- 
dent of her husband in regard to the acquisition, holding 
and disposition of property; to relieve him of any 
liability in tort or contract except where it can be shown 
that she acted as his agent; to bring her under the 
ordinary rules relating to bankruptcy and to make it 
possible for her to be sued personally as well as in respect 
of her separate property. To all intents and purposes, 
therefore, there is no restriction on her right to contract 
and bind herself as she pleases. 

With regard to her capacity to bind her husband, 
this is now a question of fact, and little difficulty is 
likely to arise except where she is in joint account with 
her husband. In this connection it is as well to make 
clear that the survivorship rule is to apply on the death 
of the husband, so as to override the application of the 
decision in Marshall v. Crutwell (1875) 20 Eq. 3-8. This 
is usually achieved by including in the mandate a clause 
providing for the benefit to go to the survivor. 

Trouble has in the past usually emanated from the 
third point which we have to consider, that is, a married 
woman’s liability to undue influence. Precautions were 
necessary where a married woman wanted to borrow on 
her own account or wished to secure the account of her 
husband, and the Law Reform Act of 1935 did not take 
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away the reason for the precautions indicated. Although 
a married woman is now virtually independent of her 
husband it is probably still advisable to make sure that 
she knows what she is doing and that she is not doing 
it under duress or undue influence. This aspect of the 
matter probably remains unaffected. A married woman 
may at any time raise the defence that she did not under- 
stand the nature of the contract into which she had 
entered or that what she did was done under compulsion 
of some kind or other. To avoid this, it is customary to 
see that she takes independent legal advice and that the 
lawyer in question declares that the purport of the 
contract was explained to her, that she understood it, 
and that she entered into it entirely of her own free will. 
Even this is not conclusive, but it is certain to avoid 
difficulty in the great majority of cases. This applies 
of course not only where she is securing the account of 
her husband or some third party, but — be useful 
where she is charging security for her own account as 
well. Banks’ forms of charge are not such as are readily 
understandable by a layman and although in the case of 
men the onus may be on them of ascertaining the precise 
meaning of the document they are signing, i.e. although 
it would be difficult for them to ple ad ignorance, in the 
case of a married woman it would not be so difficult. 
It was in the case of Howes v. bishop ([1909] 2 K.B. 
390) that one of the Judges said that he must not be 
understood to be laying down a rule that in no case 
where a wife acts on her husband's instructions and under 
his influence is it necessary to show that she has received 
independent advice, and he gave it as his opinion that 
there cannot be a general rule of universal application 
that the rules of the Courts of E quity as to confidential 
relationship apply to the relation of husband and wife. 
It is evident, therefore, that to omit to take the precau- 
tions mentioned above would not necessarily mean that 
the contract into which the banker entered with the 
married woman would be avoided; but it is submitted 
that, even with the almost complete autonomy which a 
married woman now enjoys, such precautions should 
still be taken where to insist on them would not lead to 
the loss of an account. 
One other question remains to be dealt with. Before 
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the Law Reform Act referred to, a banker had, and will 
still have for some time to come, to ensure that if 
married woman borrows against trust income she is not 
restrained from anticipating that income, for where this 
is the case the banker gets no security at all. The 
relevant sections of the Act read as follows :— 

‘“2.—(1) Subject to the provisions of this Part of 
this Act all property which 

(a) immediately before the passing of this Act was 

the separate property of a married woman or held 
for her separate use in equity; or 

‘“‘ (b) belongs at the time of her marriage to a woman 

married after the passing of this Act; or 

“(c) after the passing of this Act is acquired by or 

devolves upon a married woman, 
‘shall belong to her in all respects as if she were a feme 
sole and may be disposed of accordingly : 

‘Provided that nothing in this subsection shall 
interfere with or render inoperative any restriction upon 
anticipation or alienation attached to the enjoyment of 
any property by virtue of any provision attaching such a 
restriction, contained in any Act passed before the passing 
of this Act, or in any instrument executed before the first 
day of January nineteen hundred and thirty-six. 

‘(2) Any instrument executed on or after the first 
day of January, nineteen hundred and thirty-six, shall, 
in so far as it purports to attach to the enjoyment of any 
property by a woman any restriction upon anticipation or 
alienation which could not have been attached to the 
enjoy ment of that property by a man, be void. 

(3) For the purposes of the provisions of this section 
re lating * to restrictions upon anticipation or alienation— 


‘“fa) an instrument attaching such a restriction as 
aforesaid executed on or after the first day of 
Janu: ury, nineteen hundred and thirty-six, in 
pursuance of an obligation imposed before that 
date to atiach such a restriction shall be deemed 
to have been executed before the said first day of 
January ; 

‘ (6) a provision contained in an instrument made in 
exercise of a special power of appointment shall 
be deemed to be contained in that instrument 
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only and not in the instrument by which the 
power was created; and 

‘(c) the will of any testator who dies after the 

thirty-first day of December, nineteen hundred 
and forty-five, shall (notwithstanding the actual 
date of the execution thereof) be deemed to have 
been executed after the first day of January, 
nineteen hundred and thirty-six.”’ 

The effect of this is that a testator cannot in future 
insert in his will a valid restraint upon anticipation of 
income (except where it arises from an obligation imposed 
before I.1.1936) and that any existing restraint will be 
effective only if the testator responsible for it dies before 
1945. While, therefore, the whole question will in course 
of time cease to be important, bankers lending against the 
future income of married women must still satisfy them- 
selves that there is no effective restraint upon its 
anticipation. 





Bank Keserves 
By Professor Irving Fisher 


*.* We have received from Professor Irving Fisher the 
following letter in reply to an article by Mr. A. V. Barber, 
entitled ‘‘ Bank Deposit Currency,” which appeared in the 
December, 1936, issue of THE BANKER. 


HAVE read, as condensed in “ The Bankers’ Maga- 
] zine ’’ of New York, Mr. A. V. Barber’s interesting 

comment on an article of mine in that Journal 
concerning the 100 per cent. reserve plan. It is evident 
that I failed to make several points as clear as I had hoped. 
Much of his article is based on a misconception of the 
plan. In the first place there is nothing in the 100 per 
cent. plan specifying that redemption of demand deposits 
shall be in gold, and nothing, therefore, requiring deflation. 
This question of gold is not involved at all. It is a 
separate question, to be discussed independently; the 
100 per cent. plan could be adopted with or without it. 
In America, with our large gold stock and provided the 
price of gold were suitably adjusted, it would be quite 
possible to provide for redemption in gold. But, per- 
sonally, I would prefer settling the problem of the final 
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status of gold independently and by international 
agreement and meanwhile making the 100 per cent. 
gh behind American demand deposits consist simply 

“lawful money,’ mostly paper. New Government 
ais money, issued for this purpose, could be lent 
without interest to the banks in order to bring their re- 


serves behind demand deposits up to the required 1oo per 


cent., leaving intact all the earning assets of the banks. 
This method would provide the only sort of redemption 
needed, namely, redemption of demand deposits in cash 
or, as | like to put it, redemption of ‘ cheque-book 
money” in “ pocket-book money.’”’ Such redemption 
would be assured at all times and with no embarrassment 
to banks or depositors nor with any effect on the total 
volume of the circulating medium. This is also the only 
kind of redemption the depositor is promised and 
commonly wants, particularly for pay rolls. Cheque- 
book money is not now full fledged money. It is more 
properly called “credit” currency. But, in the last 
generation or two, it has come to serve as money far 
more than actual money itself. The 100 per cent. plan 
would recognise that fact and make cheque-book money 
freely convertible into pocket-book money. This would 
put a ~_ to runs on banks and to most bank failures. 
The new paper money would not, of course, mean 
inindiees for it would not be in addition to the cheque- 
book money but alternative to it. That is, every dollar 
of such paper money withdrawn by a depositor would 
mean a dollar less of cheque-book money but a dollar 
more of pocket-book money, and vice versa. This 
alternative to paper money ‘would virtually put bank 
deposits, so far as they are used in place of money, on 
the same basis as bank notes—full- fledged money instead 
of half-fledged money. Demand deposits would no longer 
mean liabilities of the banks but would become literally 
money on deposit for safe-keeping in trust for the 
depositor and available for convenient transfer by cheque. 
This brings us to the vitally important point which is 
that the full 100 per cent. cash reserve would put a stop 
to the haphazard fluctuations in the volume of demand 
deposits to which are largely due our great booms and 
It is generally recognised that the “ over- 


depressions. 
of bank credit and the opposite, credit 


extension ’ 
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‘contraction,’’ are chief causes of booms and depressions. 
But it is not so generally realised that the most essential 
part of these evils lies in the fact that this credit is used 
as a sort of circulating medium—and more used than any 
other sort. 

To put it another way, the chief trouble in a boom is 
not that banks lend too much money but that they create 
the “‘ money ” they lend. And conversely, the essence of 
the depression in America was the shrinkage of demand 
deposits, our chief circulating medium, from $22,000 to 
$14,000 millions, due to the liquidation of bank loans. 
Such liquidation would have helped us out of the depres- 
sion if it had been restricted to reducing indebtedness. 
Instead it actually made things worse because the 
liquidation of the loans carried with it the destruction of 
$8,000 millions of our circulating medium. It caused a 
money famine. Consequently some help came from 
emergency money. A number of localities manufactured 
their own circulating medium, including the wooden 
money of a lumber town in the northwest. 

But the greatest stop-gap came when the Government 
borrowed from the banks. The huge Government debt 
actually helped us out of the depression because it carried 
with it the re-creation of our lost circulating medium. 
This Government borrowing was largely resorted to after 
President Hoover and President Roosevelt had both 
waited in vain for business men to borrow of the banks 
and by that means to re-create the circulating medium 
themselves. 

Therefore, | cannot agree with Mr. Barber’s optimism 
about “ self-liquidating means of payment.’’ He seems 
to think that the present system of demand deposits, 
with its partial reserves, automatically adjusts the supply 
of means of payment to the needs of business. Iam 
convinced that Professor Simons of the University of 
Chicago is nearer right when he says that the exact 
opposite is true; that there is a “ perverse elasticity,” 
so that means of payment now expand when they should 
contract and contract when they should expand; and 
that this perverse elasticity is a chief cause of booms and 
depressions and therefore does great harm to banks. 

Mr. Barber says that, under the 100 per cent. plan, 
the community “would be starved of its necessary 
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supplies of means of payment.’”’ On the contrary, the 
present partial reserve system starved America of 
$8,000 millions out of $22,000 millions, means of payment 
sorely needed, after liquidation had followed the stock 
market crash. Under the 100 per cent. plan there could 
not have been any such “ starvation ’’—not by a single 
dollar. Liquidation of loans would then have helped, 
not harmed. It would not have carried with it any 
change in the total volume of means of payment. There 
would have been no “ perverse elasticity.” 

The supply of means of payment should be so regulated 
as to leave undisturbed the purchasing power of the 
monetary unit. It should not be a mere by-product of 
bank loans, whether these loans are contracted by 
merchants or by the Government. The supply of money 
should be independently regulated. The need of adding 
to the volume of loans in existence and the need of adding 
to the volume of money in circulation should be kept 
separate. Under the 100 per cent. plan the banker 
would add to the volume of loans without affecting the 
volume of money in circulation. 

In so short an article as this, it is impossible to answer 
the many questions sure to arise in the readers’ minds. 
[ can only refer them to my book, “ 100 per cent. Money,” 
and to assert that, while first impressions may be to the 
contrary, bankers, on careful study, will find, as many 
already have, that the 100 per cent. plan would be a 
great boon to them as well as to all mankind. 





Hire Purchase Finance and 
Machine Control 


By C. Ralph Curtis 


CONOMIC textbooks tell us that one of the first 
E signs of an approaching boom is to be found in an 

increase in the demand for all those items which 
constitute the “ fixed assets ’’ of a producing company— 
plant, machinery, etc., etc. In this connection it is, 
I believe, almost certain that the increase in the demand 
for all species of metallic goods consequent upon or at 
least started by the reaarmament programme, will result 
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in an increase in the demand for new and more up-to-date 
machinery. 

Such machinery has to be paid for somehow and the 
general public do not, I believe, realise the extent to 
which the sale of new machinery of all types, from pin 
making to steam hammers and from textile machinery 
to bottling machines, is financed on hire-purchase terms. 
‘Pay whilst the machines earn their cost ’’ seems to be 
the slogan in many cases to-day. 

The banks have hitherto held back, at least ostensibly, 
from any open participation in hire-purchase finance 
preferring to leave the onus of such trade to the trusts 
which have been specially formed for that purpose. 
Nevertheless, both the big banks and the acceptance 
houses have, from time to time, assisted these trusts, 
either, as in the case of the banks, by temporary loans or, 
as in the case of the acceptance houses, by the acceptance 
of bills in respect of hire-purchase agreements. In the 
latter case, so far as I have been able to ascertain, the 
system has been that the hire-purchase finance company 
has come to the acceptance house with a number of hire- 
purchase contracts and has drawn a three months’ bill 
on the acceptance house against them. When the three 
months are up the bills are doubtless renewed for different 
amounts, but the fact remains that the transaction 
behind the acceptance is one spreading over I2, 24, 36 or 
even 48 months. It is extremely doubtful if the pre-war 
money market, supplied as it was with an abundance of 
first-class bank acceptances mostly based upon self- 
liquidating trading and merchanting transactions, would 
have accepted such bills for discount—at least at the 
fine bank bill rate. Conditions are, however, changed 
to-day. Far from frowning upon such transactions, the 
supply of good bank acceptances has been so short that 
the money market welcomed them, and—at least so 
[ have been led to believe—even went to the extent of 
inquiring of the acceptance houses as to the reason for 
the cessation of the flow, when fewer and fewer of these 
bills began to come upon the market. The answer was 
that the hire-purchase finance companies were themselves 
acting as bankers and receiving deposits to such an extent 
that there was less need to make use of the services of 
their acceptance credits. 
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The danger which is behind such a system lies in the 
remoteness of the control over the operations involved. 
In the old days when acceptance credits were in great 
demand the acceptance houses had in their credit 
department experts who were fully cognisant of most 
aspects of the trades and businesses to be financed. 
Not only was great care exercised to see that all the 
documents concerned were in complete order but the 
financial standing of either the seller or buyer, and oft- 
times of both, was known and assessed, to say nothing 
of the world market value of the goods which were 
passing under the credit. In the case of hire-purchase 
finance the control is very much more remote, if it exists 
at all. The company manufacturing a machine which is 
sold on hire-purchase terms, obtains the assistance of the 
hire-purchase finance company and receives assistance 
in the form of loans, advances or discounts, from the latter 
against the security of the hire-purchase agreements 
signed by the purchasers of the machinery. The sellers 
have no doubt taken some precautions to ascertain the 
standing of the buyer but such inquiries are—as many of 
us know in the case of wireless sets and vacuum cleaners— 
usually only perfunctorily carried out. The hire-purchase 
company has the dual guarantee of the seller and of the 
buyer and when it is in need of funds it, in its turn, 
pledges its credit with a bank or acceptance house by 
depositing with the latter the same hire-purchase agree- 
ments. The ultimate lender or extender of credit cannot 
therefore have any conception of the worth of the business 
done, relying mainly upon the standing of, and the care 
exercised by, the hire-purchase finance company. In 
justice to these latter it must be admitted that so far 
they have never abused that confidence and they can, of 
course, answer my criticism by saying that the percentage 
of bad debts incurred is infinitesimal. I have seen the 
figures of under } per cent. quoted. If this is correct 
it is certainly a tribute to the innate honesty of the 
average Englishman. It might be said that there is 
some protection in the lien which the sellers can exercise 
over the goods until the payments have been completed. 
This cannot, however, in any way be compared with the 
lien which the acceptance houses possess over goods on 
which they have given documentary credit. In the 
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latter case the world market value of the goods is always 
greater than the advance made, and the goods can nearly 
always be sold in case of default and made to realise 
more than the value of the credit. In the case of hire- 
purchase finance, if the lien is exercised the goods are 
second hand, in some cases almost worn out and their 
sale value is extremely problematic. 

The purport of all this exposé of hire-purchase finance 
is not to condemn it as a system. On the contrary the 
system has come to stay, and, always provided that it is 
not abused, its effects are in the main beneficent. This 
applies perhaps even more especially to the small manu- 
facturer who is enabled thereby to purchase out of income 
the very latest types of machines and who can thereby 
earn at the same time as he is paying for them, the 
benefits in reduced costs occasioned thereby. 

I do maintain, however, that if the hire-purchase 
{inance companies are to continue to obtain help from the 
banks and from the money market, they should either 
employ technical officers whose knowledge shall be at 
the disposal of the banks or else form some technical 
pool or centre from whence iniormation could be 
obtained, not only as to the standing of the buyers but 
also as to the use to which the machines are going to be 
put, or in other words some person or place where the 
efficiency ratio of the buyer can be assessed. 

It would, for example, be against the best interests 
ultimately of the sellers to supply further machinery to 
a firm which was so inefficiently organised as not to be 
making full and proper use of the machines which they 
have already had installed. I am aware that in advo- 
cating such revolutionary measures I| shall be calling 
down a storm of protest from bankers and hire-purchase 
financiers, who will argue that they cannot possibly be 
engineering experts into the bargain. Whilst I am 
prepared to agree in principle, I do suggest once more, 
as I have suggested in these columns before, that the 
employment by the big banks of at least one “ efficiency 
engineer ”’ or “‘ industrial engineer,’’ as they are sometimes 
called, would be a money-making or at least a money- 
saving proposition. 

It is, indeed, not a difficult task for a trained observer 
to assess the efficiency ratio of an industrial firm. Many 
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systems and “ gadgets ’’ are in existence which make the 
work easier. A new invention which comes definitely 
in the latter category has just been perfected by the 
Ericsson Company. It is called the Centralograph and 
has the merits of being beautiful in its simplicity. It 
consists of a recording instrument to which are wired up 
electrically 30 machines in a factory in such fashion that 
a “‘dash”’ is printed in a chart every time that a machine 
operation has been completed. Acomparison of the records 
shown on one such chart will reveal the most amazing 
differences between the performances of different machines 
employed on the same job. Such differences may be due to 
minute mechanical disorders slowing up the machine; it 
may be due to psychological factors in that two operators 
may react differently to the process, or again it might be 
due to bad organisation in that supplies of raw material or 
of sharpened machine tools were not available when wanted. 
Let us glance for a moment at the illustration. The 
chart reads from the bottom upwards, time being recorded 
on the left-hand side and each machine being numbered 
across the graph. Note the speed of machines 2, 9, 21, 
27 and 30 as against those of Nos. 4, 6, 15 and Ig. 
Note the pause between 10.55 and 11.28 on machine 
No. 11. Note the way in which machines Nos. 28 and 29, 
and in a lesser degree No. 30, “‘ gather way ”’ before getting 
into stride. Machine No. 18 was nearly half an hour late 
in starting—these and many other facts can be ascertained 
from a perusal of the chart and a reason for the delays 
demanded. Such an analysis is in no way directed 
against the operators. Machine operators are rarely paid 
on a purely hourly basis, being more often paid on a job 
basis for a time previously determined. Anything there- 
fore that can help to keep the machines fully employed 
will not only lower overhead costs but will at the same 
time increase the wages of the operators. What is, 
however, of even greater importance, is the fact that 
mistakes can be observed and faults rectified as they occur. 
A slowing down in the speed of operation of amachinedue 
to a minor mechanical fault might continue for days 
without being apparent, whilst the Centralograph will 
reveal the fact at once. 

The second illustration shows a battery of 300 machines 
wired up to 10 Centralograph charts, with a watchful 
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executive keeping an eye on them all. These machines 
are marketed in England by Production Control (Ericsson) 
Ltd. of Kingsway. 

It has been claimed that one of the items which have 
contributed to the superiority of the British banking 
system over that usually met with on the Continent, has 
been the fact that the British banks, unlike their Conti- 
nental contemporaries, have hitherto refused to interfere 
in the conduct of industry. Advances have been secured 
on the assets of the company, and the banks have never 
insisted on adopting the Continental custom of nominating 
a director on to the board of the assisted company in 
order to supervise the use which is being made of the 
bank’s money. I very much doubt if this refusal has 
been as efficacious as has been claimed for it. The bad 
debts acquired by the banks in the textile trade are a 
tribute to the fact that their system has not worked too 
vell there and the time is fast approaching when the 
banks will be forced to take a greater interest in the 
technical processes of the firms who are asking for their 
assistance. While it is obviously impossible for the 
banks to employ experts in every line of business, they 
could, as I have advocated before, very usefully employ 
a technical handyman in an executive capacity who 
would be able to advise them in all cases when technical 
processes and technical questions were involved. The 
employment of such an executive would enable the banks 
to take a more direct interest in the best types of hire- 
purchase finance without the fear of immobilising their 
funds in cases of default. 


Standstill Bills 
By Paul Einzig 
T is now nearly six years since the acceptance credits 
granted to Germany became frozen. While American, 
Swiss, Dutch and French banks have reduced the 
outstanding amount considerably through liquidating 
their commitments at a loss, the volume of the so-called 
“ standstill bills’? in London has remained virtually 
unchanged since the summer of 1931. A few Acceptance 
Houses and banks reduced their amounts, but the total 
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of these reductions was only a small percentage of the 
outstanding amount. Hopes that it might be possible 
to induce the German Government to make a repayment 
of 10 per cent. failed to materialise, and the depreciation 
of registered marks to a discount of more than 50 per 
cent. made the liquidation of standstill commitments far 
too costly for creditors. 

Confronted by this situation, the authorities decided 
to make a definite move in order to reduce the volume 
of standstill bills in the London market. This step 
was foreshadowed by rumours that got into circulation 
just before Easter, according to which the Discount 
Houses intended to call upon the Acceptance Houses to 
reduce the amount of their outstanding standstill bills 
by a certain percentage. In this form, the rumour 
sounded somewhat absurd. The Discount Houses have 
no jurisdiction over the Acceptance Houses, and while 
they are in a position to reduce their own holdings of 
standstill bills, there would be no difficulty whatever 
for the Acceptance Houses to place these bills with 
foreign agencies and other outside quarters. All that 
would have happened had the rumour proved to be 
correct was that the standstill bills would have had to be 
placed at a less favourable rate. And considering that 
it is the German debtors who pay the discount rate, 
such a change would have caused no inconvenience to 
the Acceptance Houses. The very idea that they should 
be dictated to by the Discount Houses would clearly have 
been resented by the Acceptance Houses, and the whole 
City was mystified by the suggestion. 

The solution to the mystery was found soon after 
Easter in no other quarter than the Bank of England 
itself. It was not the Discount Houses but the Central 
Bank that called upon the banks and Acceptance Houses 
to reduce the volume of their standstill bills by 30 per 
cent. by September 30, 1937. This request, which, 
coming as it did from the Bank of England, amounted to 
a command, did not altogether come as a surprise to 
the Clearing Banks, but it was quite unexpected by the 
Acceptance Houses, who were in no way consulted 
beforehand. As a result it gave rise to comment in 
private conversation, behind the closed doors of bank 
parlours. 
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In pronouncing a verdict upon the measure, it is 
necessary to discriminate between the reduction of the 
volume of standstill bills and the way in which it is being 
enforced. There can be no two opinions about the 
desirability of liquidating the frozen bills inherited from 
the crisis of 1931. It has always been a fundamental 
rule of the London discount market that it would deal 
only in essentially self-liquidating bills. And since the 
German standstill bills, which have been automatically 
renewed every three months since July, 1931, are any- 
thing but self-liquidating, it is only reasonable on the 
part of the authorities to endeavour to remove them from 
the market. For all practical purposes, the standstill 
bills are the long-term liability of the German Govern- 
ment, and, as such, they are not suitable for being 
transacted in the bill market. 


Moreover, thanks in part to the standing of the 
acceptors and in part to a tacit understanding that if 
necessary the Bank of England would come to the 
rescue of the acceptors, the bills were transacted at, 
or only slightly above, the rate for fine bank bills. This 
meant that the German debtors only had to pay, in 
addition to the commission, a discount of something 
like g-16 per cent. per annum. This was anything but 
reasonable, considering that the bills were frozen and 
that bill rates in the German market itself were a great 
deal higher. It is true that those London banks which 
could afford to take up their own bills and convert the 
acceptance credits into cash advances to the German 
debtors received a much higher rate. But most Accept- 
ance Houses were reluctant to immobilise their liquid 
resources by resorting to that solution. As a result, the 
system of standstill bills was highly and unwarrantably 
beneficial to the German debtors, who were let off far 
too lightly. 


There was thus everything to be said for a gradual 
reduction in the amount of standstill bills. If in spite 
of this the steps taken by the authorities are open to 
criticism, it is because the reduction they now seek to 
enforce is not sufficiently gradual. The Acceptance 
Houses have good reason to complain that while they 
received, for nearly six years, no hint about the 
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desirability of reducing the amount of standstill bills, 
they are now suddenly called upon to make a drastic 
cut of 30 per cent. within six months. It is pointed 
out that the monetary authorities were all along in 
possession of the facts on which to formulate their 
policy towards standstill bills. Every year the Accept- 
ance Houses—even those who do not publish gee 
accounts—submit their balance sheets to the Bank « 
England, and the latter is thus kept informed about the 
amount of their standstill commitments. There would 
have been ample opportunity for the authorities to give 
. hint years ago about the desirability of reducing “the 
oiliann of standstill bills. Had this been done, a 
considerable amount could have been liquidated by 
now through the sales of registered marks at a com- 
paratively small loss. It is only since 1935 that the 
discount on the registered mark has become so prohibitive, 
owing . hasty sales by hard-pressed Swiss banks. Asa 
result of the delay in the official hint to reduce standstill 
bills, the loss on the amounts to be liquidated by such 
means will now be considerably higher than they would 
have been had the hint been given in good time. 





There is, however, another side of the picture. 
Inconvenient as it may be for several Acceptance Houses 
to find the cash required to take up 30 per cent. of their 
standstill bills, it may well be asked whether, even in 
the absence of any official hint, it would not have been 
their duty to write down the outstanding amount to 
that extent within six years. Although during the 
first year or two they were not in a position to ‘do sO 
owing to the unsatisfactory conditions, during the last 
few years business has not been too bad, and the 
Acceptance Houses were in a position to write down 
quite substantial amounts. Moreover, some of them 
at any rate are using their liquid resources in financing 
loans at the Stock Exchange or in the commodity market, 
and it will be salutary if these amounts are diverted 
from those speculative markets as a result of the new 
arrangement. The yield on the amounts invested in 
cash advances to Germany will be something like 4 per 
cent. including commission, and this should be reasonable 
enough, even “though it may appear unfavourable com- 
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pared with the amount Acceptance Houses can earn 
at times on their liquid resources. 

From this point of view the Acceptance Houses have 
no legitimate grievance. Where they are entitled to 
complain is regarding the inadequate support they have 
received from official quarters in their efforts to induce 
Germany to make a capital repayment. The trade 
balance between this country and Germany is becoming 
increasingly favourable to Germany, and there is reason 
to suppose that, had the authorities taken a stronger 
line, it would have been possible to obtain a Io per cent. 
repayment this year. To do so, however, would have 
necessitated the establishment of Anglo-German clearing, 
and this was considered undesirable in official quarters 
for reasons of high politics. 


There can be no doubt that it was necessary and 
desirable to make a start with the elimination of stand- 
still bills from the London market. The fiction by 
which bills which are obviously frozen are treated as 
if they were liquid could not be kept up for ever, and 
since there appears to be but little hope of liquidating 
them through capital repayments from Germany, or 
through sales of registered marks on a large scale, the 
only possible way to eliminate them is through con- 
version into cash advances. It may well be asked, 
however, whether the authorities could not have gone 
about the matter in a different and more gradual way. 





The Future of the Sterling Bloc 


By W. W. Syrett 


HE Tripartite currency agreement of September, 
1936, supported as it is by the other sympathetic 
countries, may well be the first step towards the 
return of the pound sterling toa gold basis. Technically, it 
is only necessary for a new gold value to be put on the 
pound by a revised law, coupled with a revaluation of 
the Bank of England’s gold holding at the statutory level 
thus instigated, for the return to a gold basis to become 
a fait accompli. 
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Whilst we may be sure that this step would not 
lightly be undertaken in present-day conditions (which 
still contain the germs of fresh discord between the 
currency policies of the powers) we can see that there is 
a certain tendency towards the establishment of an 
Elastic Gold Standard as a basis for world prices. It is 
thus hardly premature to consider how the sterling bloc 
would react to that basis, and what re-alignment of 
currencies would result. 

The present sterling bloc can be roughly divided into 
two groups :— 

(1) Those countries whose association is the stronger 
by reason of language and racial affinities and similar 
legal codes (e.g. Australasia, South Africa, Straits Settle- 
ments). 

(2) Those countries who originally became members in 
order to avoid losing British markets for their export 
trade (e.g. Scandinavia). Others whose exchanges have 
recently been fairly stable in terms of sterling, such as 
Hongkong, may be loosely included in this group. 

For the last five or six years all the countries within 
the bloc have succeeded in maintaining stable exchange 
rates: the rates quoted for dealing in their currencies in 
London have not varied from the pegged rates. This 
they achieved by building up credit balances in London 
when trade turned in their favour, only to draw upon 
these holdings at a later date to pay for balances of 
trade in favour of this country. The technique used 
varies, necessarily, in different cases. Some powers have a 
long term debt which has been redeemed or increased as 
balances justified, others have been content to hold or 
release sterling assets of long- or short-term nature. 
The measure of stability achieved is largely due to the 
fact that all countries were progressing from the depres- 
sion at a fairly uniform rate. There have been strains, 
of course, of which the two outstanding examples are 
Australia and Sweden; for in Australia the credit 
system causes monetary and trade expansion to be 
checked by rising interest rates earlier than in this 
country, and in Sweden the economic policy now 
being followed tends to mitigate against an expansion at 
the same speed as has occurred here. Sweden had not 
the same degree of unemployment in the depression as 
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we had, and consequently did not wish, or need, to 
follow an expansive policy to the same extent as has 
proved necessary with us. This disequilibrium has 

manifested itself in the last few months in a premium on 
forward Swedish Kronor, which, when reduced to an 
interest basis, gives a return of over I per cent. per 
annum. 

The problem thus introduced opens a field for economic 
research; we know that in a system of open economy 
the price level in any one country is a function of the 
price level in others. That is a truism from the point of 
view of conditions at any particular moment of time, but 
it does not solve the problem when conditions are 
changing at different speeds in the different countries. 
In other words, we come back to the difference between 
static and dynamic economics. The point at issue is the 
extent to which any one country of a currency bloc 
would allow themselves to be dragged into boom and 
slump by conditions in other countries before they would 
take the alternative course of breaking away from the 
currency group, whose economic state caused undesired 
repercussions at home. What would be the permissible 
coefficient of deviation? Could an irreparable break in 
the grouping of currencies be avoided by a periodical 
revision of the pegged exchange rates ? 

Gold standard countries, on the whole, look forward 
to the future with some confidence. When they possess 
(as all important powers now do) an Exchange Equalisa- 
tion Fund, incoming gold can be passed to. the central 
bank in order to provide an inflationary stimulus if 
desired, or held by the Fund if the volume of currency 
and credit is considered sufficient for the needs of internal 
trade at existing price levels. The reverse gambit is also 
available. Thus the internal monetary conditions can 
be to some extent isolated from conditions abroad. 

With the countries which form the present sterling 
bloc, no such “ buffer”? between internal and external 
conditions exists. They must either follow an expansive 
policy roughly proportionate to that in England, or else 
permit the home currency to become undervalued 
existing price levels. On the other hand, they must also 
follow any deflationary tendency arising from British 
conditions or suffer the disadvantages of an overvalued 
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currency. A rising balance of London funds in the first 
case, or the falling one in the other, should not cause 
alarm where there - is a merely temporary divergence (as 
in the case of Australia, with her seasonal trade). Also 
if the divergence did occur frequently it might prove 
possible to change the pegged rates. Any change, 
however, would imply that the system was working 
uneasily and might alarm traders in the two countries 
concerned. In particular it would do away with the 
feeling of security on which they have come to rely when 
entering on production programmes, and forward com- 
mitments in commodities, for trade between the markets 
concerned. 

Should the pound return to a full (technical) gold 
basis, there will be three alternatives open to the present 
sterling bloc countries 

(a) To replace their own currencies on a direct gold 
basis, adopting the new elastic type and revaluing their 
gold holdings and instigating an Exchange Fund with 
the profits, in order to provide the means for insulating 
the home price level from shocks originating abroad. 

or () To retain convertibility into sterling, and thus 
have an indirect link with gold—in fact, the ‘‘ Gold 
Exchange ”’ Standard. 

or (c) To adopt a“ Managed Currency” which will not 
be exchangeable into gold or sterling at any price fixed 
by law, but which will be available for the purchase of 
either gold or sterling at free market prices resulting 
from current supply and demand. 

Of these three alternatives (a) is likely to appeal to 
those countries who originally attached their currencies 
to ours in order to maintain their export markets. 
Sweden, in any case, has a sufficient gold reserve to 
break away, even if others of this type preferred to 
forego some measure of financial independence in order to 
hold interest-earning sterling assets (rather than non- 
interest-bearing bullion) as a reserve against their note 
issues. Possibly, too, the British colonies might prefer 
to place themselves in category (b) above; India, for 
instance, operated an exchange system of this type for 
many years. To bring home price levels into line with 
world prices gives them a measure of correction, even if 
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a conscious control is called for in the sale and purchase 
of sterling assets against home currency. 

The distinction between (a) and (8) is largely one of 
form, whereas (c) is totally divergent. The first two 
imply some fairly close measure of correspondence 
between home and world prices, and between expansion 
or contraction (boom or slump) at home as world prices 
change. Notwithstanding the addition of Exchange 
Fund operations to the older technique of central bank 
control of credit, this relation must be fairly intimate. 
The extent of div ergence which can be attained is limited 
by the size of the Fund in any particular case, with the 
danger that it might be exhausted of gold in a vain 
attempt to maintain a boom at home when a slump had 
set in elsewhere, or exhausted of home currency assets 
in an attempt (not, pe rhaps, so probable) to prevent a 
boom as a result of foreign conditions. 

The totally divergent type of currency, (c) above, 
implies a varying exchange 1 rate with cold standard 
currencies and with the metal itself. It has been claimed 
that a Managed Currency can “ Rule out the purely 
monetary factor in the trade cycle.” The supposed 
object of credit control to make money “ Neutral ”’ 
far as its volume is an influence on trade. In exercising 
this control the central bank have no automatic guide in 
the form of exchange rates moving between specie 
points, and there is therefore some reluctance to under- 
take the responsibility implied. A reversion to gold in 
some form or other appears therefore the line of least 
resistance, which is more likely to be followed. 

Ste cling bloc countries tentatively considering a 
return to the gold standard will first form a view on the 
future of gold. The present increasing output of the 
mines, and the possibility that much gold now hoarded 
will again come on the market suggests that a fresh 
long- term inflation is not unlikely. Should that occur 
then it is fairly safe to predict that, given a freedom from 

major gps al disturbance, most, if not all, of the present 
sterling area will revert to gold as a direct or indirect 
basis for their currencies. 
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Appointments and Retirements 
Bank of England 


Mr. Montagu Norman has been re-elected Governor 
of the Bank of England, and so enters upon his eighteenth 
year of office. Mr. B. G. Catterns, who succeeded Sir 
Ernest Harvey last year as Deputy-Governor, was also 
re-elected. Mr. E. J. Bunbury and Mr. John Martin 
were the two new Directors elected to the Board, the 
others being re-elected. 

Mr. Bunbury served on the Central Board of Governors 
of the Imperial Bank of India before being called to the 
Bank of England. He was also formerly General 
Manager of the Indian business of Forbes, Forbes, 
Campbell & Co., and until recently Chairman of the 
Anglo-Oriental Mining Corporation and of the London 
Tin Corporation. 

Mr. Martin is Chairman of Rand Mines, and was a 
very successful President of the Transvaal Chamber of 
Mines. His close contact with South Africa will assist 
in strengthening the connection of the Bank of England 
with that country, established by Mr. W. H. Clegg. 

Mr. Clegg, formerly Governor of the South African 
Reserve Bank, now ceases to be a Director of the Bank 
of England. The other vacancy was occasioned by the 
retirement of Mr. Kenneth Goschen owing to ill-health. 


Bankers’ Clearing House 

Lord Wardington, Chairman of Lloyds Bank Limited, 
has been re-elected Chairman of the Committee oi 
London Clearing Bankers for the ensuing year. Mr. 
Colin F. Campbell, Chairman of the National Provincial 
Bank Limited, has been re-elected Deputy-Chairman. 


Discount Houses Committee 


Mr. Francis Goldsmith, Manager and a Director of 
the National Discount Company, has been re-elected 
Chairman of the London Discount Houses Committee 
for the ensuing year. Sir Alfred Ernest Tritton, Bart., 
senior partner of Messrs. Brightwen & Co. (banking and 
discount agents), has been re-elected Vice-Chairman. 
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Bank of Australasia 


Mr. Edmund Godward, whose appointment to the 
Directorate of the Bank of Australasia was announced 
last month, has retired from his position of London 
Manager after fifty-one years’ service. He remains a 
member of the Board. 

Mr. Godward was appointed Deputy Manager in 
1g1g and became Manager in 1923. By visits to Australia, 
he has kept in personal touch with conditions in the 
Commonwealth. He was a member of the Committee 
of the Overseas Section of the Board of Trade, Chairman 
of the British Overseas Banks Association for 1930, and 
Vice-President in the same year of the British Bankers 
Association. He is Deputy-Chairman of the Institute of 
Bankers, of which he has been a member since 1920. 
His many years of banking service have seen important 
developments in the Australian banking world in which 
a leading position is held by the Bank of Australasia. 

Mr. Godward is succeeded as London Manager by 
Mr. George Claughton Cowan, and Mr. James Nevin 
Desmond Paine has been appointed secretary. 


Bank of British West Africa 


Lord Goschen, G.C.S.I., G.C.I.E., C.B.E., has been 
appointed to a seat on the Board of the Bank of British 
West Africa. He is also on the Boards of the West- 
minster Bank, the Westminster Foreign Bank, and the 
Bank of Roumania, and on the London Committee of 
the Ottoman Bank. In addition he is Chairman of 
Airports, B.O.D. Company, Davey Paxman (Colchester), 
Mosul Oil Fields and Nelson Financial Trust. 


Bank of Ireland 


Mr. Henry Brodhurst Pollock, Deputy-Governor oi 
the Bank of Ireland, has been elected Governor to 
succeed Mr. Thomas Shannon Martin. Mr. Hugh Arthur 
Henry, a Director, has been elected Deputy-Governor. 


Bank of New Zealand 

Mr. John Dowgray, employed as an overseer at the 
Millerton Coalmine, Westland, has been appointed 
Government nominee to the Directorate of the Bank 
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of New Zealand. He is replacing Sir George Elliot, 
whose term of office has expired. 


Barclays Bank (D. C. & QO.) 

The Right Hon. The Earl of Clarendon, G.C.M.G., 
has been elected a Director of Barclays Bank (Dominion, 
Colonial and Overseas). 


Clydesdale Bank 

Mr. Robert Lawrence Angus, of Ladykirk, Monkton, 
Ayrshire, has joined the Board of the Clydesdale Bank 
Limited. Mr. Angus is the Chairman of the well-known 
West of Scotland [ronmasters and Colliery Owners, 
Messrs. Wm. Baird & Co., Ltd., and also of Messrs. 
Bairds and Dalmellington, Limited. 


Hongkong and Shanghai Banking Corporation 
Mr. R. E. N. Padfield has retired from his position 
of Joint Manager in London of the Hongkong and 
Shanghai Banking Corporation. Mr. Padfield has been 
nearly 23 years in London, and has also served the 
Bank at the Hongkong, Hamburg and Lyons offices. 
Mr. E. J. Davies, recently stationed at the Head Office in 
Hongkong, succeeds Mr. Padfield in London. 


Imperial Bank of Canada 

Mr. A. E. Phipps has been appointed President, and 
Mr. H. T. Jaffray General Manager of the Imperial Bank 
of Canada. 


Mercantile Bank of India 


Lord Catto of Cairncatto, Chairman of the Mercantile 
Bank of India, presiding at the annual general meeting 
of the Bank, announced his intention of giving up the 
Chairmanship before the next annual meeting. Lord 
Catto is fifty-eight years of age. He has numerous other 
important interests, and is Chairman of Tobacco 
Securities Trust Co., Deputy-Chairman of the R.M. and 
E.D. Realisation Cos., and a Director of Andrew Yule & 
Co., Yule Catto & Co., Morgan Grenfell & Co., and Royal 
Exchange Assurance. 
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National Bank of New Zealand 

Sir James Grose has retired from the position of 
General Manager of the National Bank of New Zealand, 
and becomes an Advisory Director. Sir James has been 
General Manager since 1928. Mr. P. R. M. Hanna 
succeeds Sir James as General Manager and Mr. G. G. 
Littlejohn becomes Assistant General Manager. 


National Provincial Bank 


Mr. H. G. Payton has been appointed a local Director 
for Bradford of the National Provincial Bank Limited, 
upon his retirement from the position of District General 
Manager of the Bank. Mr. J. C. Walkden has been 
appointed Joint Manager, District Bank Branch, Brad- 
ford, and Mr. H. V. Flather, formerly Joint Manager, 
has been appointed Manager of the District Bank Branch, 
Bradford. 


P. & O. Banking Corporation 

The Directors of the P. & O. Banking Corporation 
announce the appointment as Chairman of Mr. Arthur 
d’Anyers Willis, Chairman of the Chartered Bank of 
India, Australia and China, to succeed Sir William 
Preston, who has elected to retire from the Board. 


Reserve Bank of India 

Sir James Taylor, Deputy-Governor of the Reserve 
Bank of India since 1935, has been appointed Managing 
Governor of the Bank. He succeeds Sir Osborne Arkell 
Smith, who has been Governor since 1935. Sir James 
takes up his new post after July next. 


Union Bank of Manchester 
Mr. Peter Forrester has retired from the Managing 
Directorship of the Union Bank of Manchester. 


Westminster Bank 


The Earl of Dudley has been appointed a Director 
of Westminster Bank. He is Chairman of Earl of 
Dudley’s Baggeridge Colliery and Earl of Dudley’s 
Round Oak Works and a Director of the Great Western 
Railway. 
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American Banking 


By our Correspondent 
TG long “ bull’ market in United States 


Government securities came to an end in March. 

Liquidation of their holdings by banks which found 
difficulty in meeting the 16% per cent. increase in reserve 
requirements effective on March 1, and which anticipated 
still further difficulty in meeting the corresponding in- 
crease scheduled for May 1, started the selling movement. 
Once under way, however, the decline was carried forward 
by the efforts of other banks to secure their profits while 
they could. The movement soon took on the aspects of 
a panic, and something of this nature seems to have 
communicated itself to the Federal Reserve authorities, 
for by the first week in April they had taken steps to 
retreat from their policy of cutting down member bank 
excess reserves and had announced that they were 
prepared to resume open-market purchases of Government 
securities. 

This was a remarkable reversal of the official attitude 
as indicated during the early part of March. in that 
period a series of statements came from high Government 
officials “‘ viewing with alarm ”’ the prospects of inflation. 
Mr. Marriner S. Eccles, Chairman of the Board of 
Governors of the Federal Reserve System, issued a 
pronouncement in which he asserted that only by prompt 
balancing of the Federal budget and subsequent retire- 
ment of the public debt could monetary inflation be 
prevented. At the same time he declared that non- 
monetary factors outside the Government’s control, such 
as wage and price increases arising from strikes and 
“monopolistic practices ’’ and the world-wide rearmament 
programme, were contributing toward the creation of 
inflation. Several cabinet officers took occasion to 
express their fears of “ another 1929 ”’ and the President 
let it be known that he was watching the situation closely. 

The break in the Government security market began on 
March 12 in the heaviest trading volume in those issues 
for any single day in more than sixteen years, and 
continued with only brief interruptions during the 
remainder of the month. During the subsequent three 
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weeks net declines in the long term Treasury bonds 
ranged from I 13/32 to 4 24/32 points. The Treasury 
24 per cent. bonds, 1953-49, which had been issued on 
March 15, broke to 96 6/32, and five other issues, including 
the 2 per cent. bonds, 1960-55, sold below par. The 
Treasury attempted to stem the decline by using all the 
available uninvested funds of the Postal Savings System 
and other agencies, but these were quickly exhausted and 
in any case it became apparent that official support would 
only serve to facilitate the liquidation by enabling banks 
to take profits at the expense of the Government. 

In the face of this situation the Federal Reserve 
System announced on April 4 that it would make open 
market purchases of United States Government securities 
for the account of the Federal Reserve banks with a view 
(1) to exerting its influence toward orderly conditions in 
the money market, and (2) to facilitating the orderly 
adjustment of member banks to the increased Reserve 
requirements effective May 1, 1937. This decision, 
while ostensibly designed to look after the “ money 
market,’ was obviously a declaration that the Reserve 
System considered itself under the necessity of supporting 
the Government bond market. 

It meant also that the Reserve System was having to 
retreat from its programme of reducing excess reserves, for 
the open market purchases will, of course, restore to mem- 
ber banks some of the reserves which have been taken 
away by the recent increases. Thus, the first steps taken 
by the central banking system to obtain control over the 
threatened credit expansion have been tripped up by 
the old stumbling block of a conflict between monetary 
control and the Treasury’s need for a strong bond market 
in which it can finance its deficit at low rates of interest. 

Although it is still too early to judge, there is con- 
siderable doubt among bankers that the new plan will 
have the desired effect of restoring confidence in the 
Government bond market. It is thought that it will add 
a new element of artificiality to that market and to that 
extent may postpone the adjustment to a natural support 
level. The move is also calculated to enhance the 
existing fears of inflation by demonstrating how difficult 
it is for the central banking system to make even the 
first moves toward a reversal of expansionist policies. 
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The entire episode was much more a matter of security 
market psychology than a money market crisis. Despite 
several increases in money market rates during the period, 
short-term funds continue relatively easy. Discount 
rates on bankers’ bills were increased twice during March, 
bringing the offering rate for go-day acceptances up to 
:y per cent., compared with the record low rate of } per 
cent. current from October, 1934, to July, 1936. Com- 
mercial paper rates were advanced from the record low 
rate of ? per cent. to I per cent. Stock exchange call 
loans, howe ver, continued at I per cent. and the supply 
still exceeded the dem: ind, while the average rate charged 
by leading banks on commercial loans to customers was 
unchanged from a month ago or a year ago at I-7I per 
cent. 

(In millions of dollars) 
Increase or decrease 


since 
Mar. 31, Feb. 24, April 1, 
1937 1937 1936 

Demand deposits adjusted... ss 15,126 512 + 1,548 
Deposits of foreign banks ‘i we 453 + 37 4 79 
Total loans and investments .. “a 22,273 402 + 652 
Loans on securities ae - - 3,350 + 84 + 43 
Other loans aa iin 7 es 6,010 + 228 + 931 
Governments, direct and indirect ‘2 9,595 708 313 
Other securities 3,312 6 9 
Reserves ca is my a 5,173 118 + 1,307 


The member banks of the Federal Reserve System 
still held $1,400 millions of excess reserves of which 
$400 millions was in the New York City banks and the 
remainder widely distributed throughout the country. 
There continued to be virtually no borrowing from the 
Federal Reserve banks and, although the rise in open 
market bill rates carried them slightly above the buying 
rate of the Federal Reserve Bank of New York, practically 
no bills were offered to that institution. The liquidation 
of Government securities by the banks was obviously out 
of proportion to their needs for adjusting reserves to the 
increased requirements. What had apparently occurred 
was that the realisation that the long bull movement in 
Governments had ended was driven home by the decline 
in prices which greeted such sales as had been forced by 
the advance in reserve requirements and that, as a 
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consequence of this realisation, other banks which had 
no pressing need to sell vied with each other in an attempt 
to cash their profits. The extent of the movement is 
disclosed in the figures of the reporting member banks 
of the Federal Reserve System in ror leading cities of 
the country. 

The trend of business has continued upward in spite 
of the obstacles imposed by widespread strikes, and boom 
conditions are appearing over a widening area. The 
steel industry in particular is operating at a rate never 
before exceeded, and is so heavily booked with domestic 
business that it has had to refuse foreign orders. The 
evidence of a strong tendency on the part of business to 
buy ahead, and the feverish rise in prices and wages, 
have intensified the fears of a dangerous inflation held 
by most bankers, and the events in the Government bond 
market and the response that they have evoked from the 
monetary authorities have done nothing to diminish 
these fears. 


French Banking 


By M. Mitzakis 


HERE was little change in money rates in the Paris 
market during the past month. In order to assist 
trade and the new Defence Loan issue, it was 
hoped that the Bank rate would be reduced at the 
beginning of March. Unfortunately, political and tech- 
nical developments prevented the Central Bank from 
bringing about by such means a general reduction of 
interest rates. The awkward incident at Clichy which 
took place soon after the issue of the 43 per cent. loan 
with guaranteed exchange, and various other disturbances, 
delaying the Exhibition work, created an unfavourable 
psychological atmosphere. Subsequently the uncertainty 
about the American gold policy reacted strongly upon the 
Foreign Exchange market. This rise in sterling and the 
dollar made it technically impossible for the Bank of 
France to lower its rediscount rate. 
Added to this there was the sudden application of 
the 40-hour week and other political incidents, indicating 
that the Government was inclined to yield to extremist 
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elements. The loan, in spite of its very favourable 
terms, was difficult to place with the public, and at the 
beginning of April there were tighter money conditions, 
day-to-day money rates rising from 2{ per cent. to 3} per 
cent. 


End of End of End of 
January, February, March, 
1937 1937 1937 
Banque de France rediscount 
rate . 4% 4% 4% 
Market rate of discount .. 4ty 44 44 
Day-to-day money .. 3? 32 25 
Loans on Bons de la Dé fense 
Nationale :— 
Market rate for one month 4 44 4% 
Market rate for 3 months 4 4} 4} 
Rates on loans on securities:— 
On the Parquet .. os 63 6} 54 
On the Coulisse .. ei 10} 10} II 





The Bank return did not show any substantial 
changes during March. The gold reserve remains un- 
changed at Frs. 57,358 millions. The note circulation 
remained around Frs. 86 milliards, other sight liabilities 
remain slightly over Frs. 80 milliards, and the reserve 
ration increased to above 55 per cent. The current 
accounts and deposits declined between March 26 and 
April 2 by over Frs. 1} milliards as a result of the payment 
of the calls on the new loan. 





Endof Endof End of 
Jan., Feb., Mar., 
BANQUE DE FRANCE 1937 1937 1937 









ASSETS. (in millions of francs) 

Gold Reserve - .> $7,356 57,358 57,358 
Foreign Exchange reserve e (tot: il) Paes fs 3 1,310 1,180 

Sight Aa ios ae as ia 12 15 15 

Time ee - rT ae .. 1,409 1,295 1,165 
Discounts (total) .. os bs -. 9,855 10,167 9,584 
Advances on bullion a ~ a» 2805 1,140 1,098 
Advances on securities .. - -« See 3,594 3,697 
Advances up to 30 days .. - .. 1,167 873 224 
Bonds of the Caisse Autonome .. .. 5,640 5,640 5,040 


Provisional advances to the State— 
(a) Regularisation of previous advances 12,272 12,272 12,2605 
(b) New advances os “ .« 2 7,500 7,800 
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LIABILITIES. 


Note circulation .. a .. 87,688 87,062 85,745 
Current and deposit accounts (total) .. 17,235 17,701 18,381 
Of w hich— 
Treasury - wi as - 112 461 74 
Caisse Autonome re i re 1,843 1,854 2,002 
Private accounts ie i .. 15,165 15,278 14,761 
Sundry .. . aa ss ¥% II5 107 78 
Total of sight liabilities .. a .. 105,120 104, 763 104,127 
Percentage of gold cover - 54°67% 54°75% 55°09% 


The persistent decline of Government loans with only 
occasional rallies constituted another source of worry to 
the authorities, who would have liked to introduce the 
quotation of the new 43 per cent. loan at a normal level. 
Compared with the price prevailing on the eve of the 
devaluation, the decline has been substantial, and is 
beginning to embarrass companies and investors who 
acquire rentes with borrowed money. The following 
table compares the quotation of Government loans before 
and after devaluation and in April, 1937. 


Price on Maximum 
Minimum Sept. 25, after de- Price on 
French during 1936 valuation, April 14, 
Rentes 1936 before de- Oct., 1937 
valuation 1936 
3% Perpetual .. 64°55 69-30 81-50 66-30 
4% 1918 .. 62°45 69:10 80:75 65°45 
50, 1920 redeemable 
at 150% .. 83°50 93°50 106-30 93°75 
4% 1925 with a 
guaranteed ex- 
change .. .. 68-50 79°15 93 90°95 
44% 1932 .. 67:60 74°80 87°75 70:60 


The Bank return ought to be completed by the figures 
of the Stabilisation Fund, but these remain secret. It 
is thus idle to infer too definite conclusions from the 
figures published by the Central Bank. Judging by the 
volume of foreign exchange operations, it appears that 
capital amounting to several milliards of francs has been 
repatriated during the first three weeks of March, after 
the Government declared its new policy regarding gold. 
This turn in the tendency has brought relief to the 
Exchange Stabilisation F und, which was able to replenish 
its resources at the moment when they were nearly 
depleted. If the new financial policy and the more 
elastic handling of the Stabilisation Fund were not 
crowned with the anticipated success, this was due to the 
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political developments which brought about an atmos- 
phere of distrust which made the placing of the new loan 
much more difficult. This nervousness of the financial 
market might appear excessive abroad, but it ought to 
be remembered that the country, which was already in 
the midst of a crisis in 1936, has been the scene, during 
the past nine months, of an unprecedented social experi- 
ment which continues to develop and whose limits are 
as yet impossible to gauge. 

The banking results during the past year were under 
the influence of the new social legislation, an influence 
which will strengthen with the application of the 40-hour 
week as from April 19. 

The following table compares the profits and dividends 
of the six leading banks for 1935 and 1936. It ought to 
be borne in mind that the figures for 1936 are expressed 
in devalued francs and that ‘salaries have increased only 


as from July, 19306. 


Net Profits in Gross Dividends in 
1935 19360 1935 1936 
(in thousands of (in francs and %) 
francs) 
Crédit Lyonnais 82,960 80,290 100) =— (20%) 100 )=— (20%) 
Société Générale 60,576 42,500 57°5 (11°5%)  52°5 (10°3%) 
Comptoir National 
_d'Escompte .. 44,248 34,889 50 ©(10%) 40 (8%) 
Crédit Commercial 
de France .. 20,609 15,288 40 (8%) 35 (7%) 
Banque Nationale 
pour le Com- 
merce et 1’'In- 
_ dustrie -. 6,145 8,014 20 (4%) 20 (4%) 
Crédit Industriel 
& Commercial 5:599 3,730 32°5 (5%) 30 ©6—(6%) 


In their annual reports, some of the commercial banks 
gave an estimate of the cost of the social legislation. It 
is estimated at Frs. 60 millions for the Crédit Lyonnais, 
which, owing to its important reserves, preferred, for 
considerations of prestige, not to reduce its dividend, 
and at Frs. 35 millions for the Société Générale. The 
profits of the new Banque Nationale pour le Commerce 
et l’Industrie have increased as a result of the drastic 
financial reorganisation which followed the liquidation 
of the old Banque Nationale de Crédit. 

The new burdens imposed on all branches of trade 
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continue, of course, to affect the index number of prices, 
whose uninterrupted rise from week to week constitutes 
another source of anxiety both to consumers and to 
producers, who begin to envisage a limitation of purchases 
by the public. The wholesale index of the Statistique 
Générale de la France for 45 commodities attained 536 at 
the end of March, against 517 in February, 513 in January, 
499 in December, "1936, 473 in Nov ember, and 379 in 
March, 1936, an increase of more than 40 per cent. in 
a year. For 20 foodstuffs the increase in twelve months 
was only 118 points, but for 25 industrial articles the 
ny was Ig2 points. The index number of retail prices 

34 commodities in Paris advanced from 452 in May, 
aie to 576 in March, 1937, an increase of nearly 28 per 
cent. The rise is slower in provincial cities, the average 
for 300 towns advancing from 454 to 540, or Ig per cent. 

This internal rise is accompanied by a rising inter- 
national trend, affecting the price of raw materials, 
especially metals, to lev els which begin to be considered 
excessive, —. in New York. The rise in France 
is, however, none the less disquieting, because it is due 
to social measures in addition to speculation and the 
demand for rearmament. It threatens already to neu- 
tralise the benefit obtained through devaluation. 

For the moment the Treasury has enough resources 
until next June, thanks to the yield of the new 4} per 
cent. loan. But the problem of the deficit has only 
been postponed, and only a thorough revival of trade, 
the restoration of order and confidence can solve it. 
Professor Jeze, one of the leading financial experts, 
emphasised, in an article appearing on April 2, the 
artificial character of the increase of turnover. He stated 
that this increase has nothing to do with a genuine trade 
recovery. Considering that rearmament constitutes sup- 
plementary expenditure of Frs. 10 milliards, he argues 
the optimistic interpretation of the increase of activity 
in certain branches of industry cannot be accepted. He 
expresses doubt about the economic advantages of hasty 
purchases of raw materials following upon the dev aluation, 
and due to fears of a second dev aluation and of a rising 
world level of prices. 

It is none the less true that the number of unemployed 
declined from 487,374 in February, 1936, to 410,219 in 


mM * 








146 THE BANKER 
February, 1937, and to 388,920 in March, 1937. The 
index of industrial production increased from of at the 
beginning of 1936 to 104. Railway traffic figures are 
also more satisfactory. Treasury receipts from taxation 
are also higher than last year, even though it ought to be 
borne in mind that they are now in dev alued francs. 

In conclusion, it must be admitted that, thanks to 
the new financial policy inaugurated on March 5, the 
Government of the Front Populaire has improved its 
chances of balancing the budget, but it has not adequately 
benefited from this change owing to the fact that it has 
not succeeded in creating the atmosphere of confidence 
indispensable for the execution of its past schemes. 


German Banking 


By a Correspondent 
Ts E President of the Reichsbank, Dr. Schacht, took 





the opportunity of the annual meeting of the Bank 

to utter some fundamental remarks on German 
monetary and credit policy. Originally the task of 
financing Government expenditure was mainly a problem 
of raising the funds, but subsequently it had to affect 
the monetary policy. The volume of credit had to be 
expanded well beyond the extent anticipated. It was 
necessary to observe certain limits in regard to this 
credit expansion, but within these limits the Reichsbank 
did its utmost to secure the best possible utilisation of 
the expansion. The unification of the whole German 
monetary and capital organisation in one hand had in- 
creased ‘the efficiency of monetary management con- 
siderably. The funds originating from the increased 
volume of credit have been re-attracted through the 
issue of long-term loans, the placing of promissory notes 
and other methods. This mopping up of liquid funds 
was necessary from the point of view of monetary policy 
in order to check the rising trend of prices, which would 
otherwise have manifested itself as a result of the credit 
expansion and the demand for commodities. Dr. Schacht 
remarked that the task that had yet to be faced was by 
no means easy. It was necessary to consolidate the 
existing indebtedness and to provide for additional 
financing. 
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Among the speeches at bank meetings, the address 
by Dr. Mosler at the meeting of the Deutsche Bank und 
Disconto-Gesellschaft attracted particular attention. He 
pointed out that the extent of the risk attached to granting 
credits in Germany had once more become normal. The 
amount of new credits granted during 1936 was only 
slightly lower than the total amount of debts at the end 
of the year. This is an indication of the progress to- 
wards the thawing of credits, and also of the increased 
demand for new accommodation. The increased demand 
for credit was due to a larger turn-over in consumption 
goods and to the increased prices of imported goods. The 
Bank’s resources were, however, utilised to an increasing 
degree also for the financing of the execution of the Four 
Year’s Plan. There are limits to the extent to which the 
industries are able to finance themselves, especially as 
they have to carry out capital expenditure. It is to be 
expected that the banking organisation will be called 
upon once more to play an important role in the dis- 
tribution of capital resources. 

Dr. Mosler announced that the share capital of the 
Deutsche Bank und Disconto-Gesellschaft, amounting 
to Rm. 130 millions, is now once more fully under private 
ownership. The Gold Discount Bank was able to place 
the none acquired on the occasion of the reconstruction 
in 1932, thanks to the rising trend of its quotations. In 
the case of the Commerz- und Privat-Bank, the Gold 
Discount Bank and the Reichsbank placed a large 
portion of its share holdings, which are now once more in 
private hands. Judging by the tendency of bank shares 
and the demand for them by private investors, it is 
assumed that during 1937 the transfer of bank shares 
into private ownership will continue. 

In accordance with anticipations, the Dresdner Bank 
left its dividend unchanged at 4 per cent., while the two 
other leading branch banks, the Deutsche Bank und 
Disconto-Gesellschaft and the Commerz- und Privat- 
Bank, increased their dividends from 4 to 5 per cent. 
The accounts of the Deutsche Bank und Disconto- 
Gesellschaft in particular indicate increased earnings to 
an extent which was surprising. The increase of profits 
was due to a large degree to the lessening of the amounts 
that had to be written off or placed on contingency 
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reserves. Moreover, debts which were formerly written 
off as bad debts have become good and liquidated. The 
amounts thus obtained more than offset the decline of 
interest income. Income from commission increased as 
a result of the larger turn-over at the Bourse and the 
increase of issuing activity. 


Deutsche Bank und Commerz- und 
Disconto-Gesellschaft Privat-Bank 
1935 19360 1935 1936 
In Millions of Reichsmarks 
Gross earnings .. io BIOS 130-2 50°4 54°7 
Overhead charges .. 105°8 108 +I 41°8 43°7 
Taxes .. - ia 8-4 I2°0 4°6 6°4 
Net Profit = = 5°3 Io-I 3°8 4°6 
Dividend per cent. 4 8 4 5 
The balance sheets of the five leading German banks 
unanimously show an increase of outside resources. The 


decline of foreign liabilities continued. It amounted to 
Rm. 116 millions in 1936, compared with Rm. 83 millions 
in 1935 and Rm. 316 millions in 1934. The total re- 
maining foreign liabilities for the five banks are now 
down to Rm. 670 millions, against more than Rm. 5 mil- 
liards before the crisis of 1935. Such an extent of re- 
payment in face of the difficult foreign trade and exchange 
situation is a great achievement. Inland deposits in- 
creased during 1936 by Rm. 298 millions, against a 
decline of Rm. 31 millions in 1935 and an increase of 
Rm. 85 millions in 1934. All the five institutions bene- 
fited by this increase, which was partly due to the larger 
savings deposits. The increase was all the more signifi- 
cant as during 1936 the amounts subscribed for Govern- 
ment issues and private flotations were considerably 


larger than during previous years. 


DD-Bank Commerz-Bank 5 Big Berlin 
Banks* 
1935 1936 1935 1930 1935 1930 
In Millions of Reichsmarks 

Creditors .. 2,582 2,652 1,073 1,112 6,159 6,341 

of which Foreign r. reditors 338 301 131 99 784 668 

Acceptances A oa 231 198 152 144 721 624 

Guarantees ns ba 108 234 186 217 512 803 
Loans and allowances on 

commodities .. 1,452 1,335 714 675 3,720 3,389 
Securities and Participa- 

tions ‘ 265 327 148 166 674 996 
Discounts and Treasury 

Bills wa a aa g82 1,088 37 405 2,409 2,511 

Total ein hs 3,017 3,065 I 307 1,378 7,589 7,653 








* Including Dre sdner Bank, Reichs-Kredit-Gesellschaft and Berliner-Handels- 
Gesellschaft. 
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The decline of acceptances continued during 1936 on 
an increasing scale. At the same time there was a 
further decline in loans, though not to the same extent as 
during the previous year. The total decline in loans, 
including advances on commodities, in 1936 was Rm. 331 
millions, against Rm. 393 millions in 1935 and Rm. 533 
millions in 1934. It is assumed that the decline will be 
more moderate during the current year, and possibly it 
may even give way to an increase, judging from the 
indications given by Dr. Mosler’s speech. There are 
already indications in that direction in the monthly 
returns of the banks. In fact, the tendency was already 
visible in 1936, as is shown by the following table, giving 
particulars about the new credits granted by the three 
leading private banks. 


NEW CREDITS GRANTED BY THE THREE BERLIN BRANCH BANKS. 


1933 1934 1935 1936 

In Millions of Reichsmarks 
DD-Bank én “i 707 829 890 1,046 
Dresdner Bank .. “a 486 578 637 740 
Commerz-Bank .. re 284 294 350 325 


The repayments of loans during 1936 were accom- 
panied by the increase of discounts and securities. The 
holdings of Government securities by banks has increased 
materially. In the bill portfolio the proportion of bills 
with a maturity of longer than go days has increased to a 
remarkable degree. Its percentage at the end of 1936 
was 32°3 of the total discounts, against only 5-1 at the 
end of 1935. 

The liquidity of the German money market has in- 
creased to a remarkable degree during the current year, 
especially after the end of the quarter. Although in 
connection with the issue of the new Government loan, 
whose amount was raised from Rm. 500 millions to Rm. 
700 millions, large amounts of promissory notes were 
employed, the outstanding amount of promissory notes 
has already reached its previous level of about Rm. 1,200 
millions. At the same time it was possible to raise 
Treasury bills at a discount rate which has declined since 
the beginning of the year from 3% to 3 per cent. The 
liquidity has also affected the market for long-term 
loans. Fixed interest bearing securities have appreciated, 
and the amount of mortgage bonds and industrial deben- 
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tures was not sufficient to satisfy demand. There was 
also an increased demand for Government loans. This 
exceptional liquidity is attributed in part to the favour- 
able earnings of German industries, indicated by the 
amount for 1936. The amount of dividends is subject 
to official limitation, and in any case many companies 
are anxious to build up reserves for lean years. There 
is no longer any reason to suppose that the increased 
liquidity is due to liquidation of commodity stocks. On 
the contrary, owing to the rise of raw materials, the 
tendency is likely to be in the opposite direction. A 
contributory factor is possibly the increase of the amount 
of wages. 


International Banking Review 


SWITZERLAND 

OTWITHSTANDING the marked degree of re- 
| N covery brought about by the devaluation of the 

franc, there has been a revival of agitation in 
favour of emergency measures for the purpose of in- 
creasing employment. The Socialists are promoting a 
Referendum to decide upon a modification of the 
constitution compelling the Federal authorities to spend 
Sw. Frs. 300 millions on employment-creating public 
works. The promoters of the scheme declare that the 
Frs. 300 millions will be procured from the revaluation of 
the Swiss National Bank’s gold holdings. This demand 
has caused considerable controversy. The } National Bank 
has stated that a distribtuion of the revaluation profit 
is out of the question, as the surplus obtained through 
the devaluation of the franc is not actually a profit at 
all. It was not shown in the profit and loss account for 
1936, but in the Balance Sheet, appearing in both Assets 
and Liabilities as an Exchange Equalisation Account of 
Frs. 538,583,000. According to the Bank, this account 
is vital for the purpose of protecting the currency. 
Irrespective of the controversy, the scheme is strongly 
supported and the lists demanding the Referendum have 
been signed by 284,000 Swiss citizens, against the 
minumum number of 50,000 required for promoting 
a Referendum. Nevertheless, it seems most unlikely 
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that the scheme will obtain a majority, considering that 
in 1935, when the depression was at its deepest, a similar 
attempt was defeated. 
ITALY 

Several of the Italian commercial banks have pub- 
lished their accounts for 1936, but up to the time of 
writing the accounts of the Bank of Italy, which are 
usually published in March, have not yet appeared. 
The only data concerning the Bank’s position which are 
available are the figures published by the Fascist Grand 
Council concerning the gold holdings and note circulation. 
These figures are subject to a certain amount of doubt 
in banking circles especially the figure of the note 
circulation, which shows practically no change against 
1935, notwithstanding the fact that in the meantime some 
1,500 million lire notes have been transferred to East 
Africa. This would mean a decline of the note circulation 
in Italy itself by some 1,300 million lire, and in the 
absence of any official explanation giving the reason for 
such a decrease in face of the dev aluation of the lire, the 
rise in prices and the increase in turn-over, many 
bankers are somewhat doubtful about it. This is one of 
the reasons why little or no progress had been made 
during the month under review towards the reopening of 
credits to Italy. Another reason lies in the political 
tension that continues to prevail between Great Britain 
and Italy in connection with developments in Spain and 
the Mediterranean situation in general. 


SPAIN 

The Valencia Government made arrangements for the 
repayment of the Madlon and Moreno bills, in spite of 
the fact that the funds which were transferred to 
a London bank for the eg 08 of paying the Madlon 
bills are still blocked. The decision to repay these bills 
has created a very cal impression in banking circles. 
The question of the so-called “ new ”’ credits—that is, 
credits granted after the conclusion of the Anglo-Spanish 
clearing agreement in 1936—is still unsettled. The 
outstanding amount is some £ 1,200,000, and negotiations 
are in progress for the settlement. The Spanish Govern- 
ment is prepared to put up some £500,000 of new money 
for the settlement of these credits, provided that the 
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British Government will release from the Anglo-Spanish 
clearing the balance of £700,000, which the Spanish 
Government is entitled to claim. The British authorities, 
on the other hand, are not prepared to fall in with the 
suggestion, owing to the difficulty of distributing the 
amount between the commercial and banking creditors. 
In banking circles it is felt that unless a speedy decision 
is reached a change in the political or financial situation 
in Spain might deprive them of the advantage of the 
additional cash payment of £500,000. 

The foreign exchange position of the Burgos Govern- 
ment remains unsatisfactory. Exporters, including 
foreign undertakings working in _ insurgent-controlled 
territory, are compelled to surrender the proceeds of 
their exports at the exchange rate of 42 pesetas to the 
pound, and all residents in occupied territory are also 
compelled to surrender their holdings of foreign exchange 
at that rate. They are also compelled to deliver up any 
gold holdings and foreign securities, as well as Spanish 
securities which are internationally quoted. 


SWEDEN 

The proposed law, obliging the joint-stock banks to 
keep cash reserves amounting to a minimum of 25 per 
cent. of their total sight and one month’s deposits, has 
been disapproved by the Royal Banking Inspection as 
well as by the Swedish Banking Association. Both 
institutions point out that the volume of cash reserves 
of the banks should be dictated solely by their liquidity 
requirements, and should by no means become an 
instrument for manipulating the money market. The 
proposed law has now been submitted for consideration 
to the banking committee of the Riksdag. 

During the month under review the outstanding 
feature of the Swedish money market was still a super- 
abundance of idle money, and the joint-stock banks’ 
total cash and balances at the Bank of Sweden reached 
a new high record of Kr. 755 millions. A Norwegian 
4 per cent. loan of Kr. 12 millions was issued in Sweden 
by the Municipality of Oslo and was many times over- 
subscribed within a couple of hours. In connection with 
the abundance of money, deposits increased from 
Kr. 3,988 millions to Kr. 4,064 millions, which compares 
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with an average figure of Kr. 3,775 millions for the 
year 1930. bea increase was particularly marked _ for 
sight accounts. Following the general business boom, 
and still more on account of the rise of wholesale prices, 
total advances increased from Kr. 4,095 millions to 
Kr. 4,127 millions, which compares with an average of 
Kr. 3,899 millions for 1936. The increase was particularly 
marked in the case of bills discounted. 

Forward selling of foreign currency continued even 
during March, though on a considerably smaller scale 
than in February, and the joint-stock banks’ liabil- 
ities to foreign banks increased from Kr. 135 millions 
to Kr. 154 millions. With a view of checking a further 
influx of foreign funds for speculative purposes, the 
Swedish banks decided to discontinue payment of 
interest on deposits of foreign banks and bankers as 
from March 15. The measure does not, however, 
affect private foreign deposits. 

A banking transaction of considerable size was the 
foundation by the Skandinaviska Kredit Aktiebolaget 
of a special holding company, the Aktiebolaget Custos, 
to which the bank sold for Kr. 20-2 millions blocks of 
shares in a number of Swedish industrial and real estate 
companies of a total nominal value of Kr. 22-7 millions. 
The new company has a capital stock of Kr. 12-4 millions, 
which was offered for subscription to the shareholders of 
the Skandinaviska Kredit Aktiebolaget. Through this 
transaction the Skandinaviska Kredit Aktiebolaget could 
considerably reduce her share portfolio without losing 
the control of these very valuable assets. Owing to 
a careful choice of these assets the stocks of the Custos 
company represent a valuable investment object from 
the point of view of sound distribution of risks. 


FINLAND 

The recent rapid rise in commodity prices in Great 
Britain has given rise to a certain amount of talk about 
the possibility of various countries breaking away from 
the Sterling Bloc, in order to avoid a rise in their internal 
prices through the link between their currencies and 
sterling. Fears were expressed in Finland, among other 
countries, that it might become necessary to alter the 
rate between the pound and the Finnish crown. In 
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a statement made by Mr. Ryti, Governor of the Bank 

Finland, these fears were dispelled. He stated that 
there was no reason for taking such a step either now 
or in the future, and that any change in the ratio 
between the two currencies would adversely affect 
Finnish exports to Great Britain. 


CHINA 

When the Chinese Government decided to adopt a 
gold standard at the end of 1935, all banks, national 
and foreign, were ordered to surrender their stocks of 
silver to the Government. All foreign banks complied 
with the decree with the exception of the Japanese banks, 
which refused to do so. Although they were operating 
under Chinese jurisdiction, for political reasons the 
Government was unable to enforce its decree against 
them. After prolonged negotiations, it has now been 
agreed that the Japanese banks shall surrender their 
silver stocks to the Government on terms identical with 
those applied to the other foreign banks. It is estimated 
that the stocks involved total some $g millions. The 
reason for the changed attitude of the Japanese banks 
lies partly in the improvement in the political relations 
between China and Japan and partly in the fact that, 
contrary to anticipation, the new Chinese currency, 
which was divorced from silver, has been maintained 
reasonably stable. 


Books 
THE THEORY OF FORWARD EXCHANGE. By PAUL EINZIG. 
(London, 1937: Macmillan & Co., Ltd. Price 
21s. net.) 

TuIs is the first complete study of the theory and 
practice of forward exchange which has appeared in 
Great Britain. For reasons of space most writers of 
foreign exchange textbooks have to compress _ their 
description of forward exchange into a single chapter. 
The result is that the various methods and motives of 
dealing receive inadequate treatment, while it is also not 
fully realised that the forward rate, just as much as the 
spot rate, is a measurement of the various international 
economic inequalities and divergences. Dr. Einzig has 
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performed a notable pioneer work in examining these 
questions, and his investigations have gained immeasur- 
ably in importance owing to the fact that the regulation 
of exchange rates is now partly a matter of Government 
policy. The reader may not agree with all Dr. Einzig’s 
arguments and conclusions, but this adds to rather than 
detracts from the importance of the book. The reviewer 
himself is not entirely convinced whether it would be 
wise for official exchange controls to operate in the 
forward market, but Dr. Einzig has put forward an 
unanswerable case for an examination of this important 
question of policy; and this case becomes all the stronger 
as experience is gained of official intervention in the spot 
market. That reason alone makes the book of inter- 
national importance. 


THE SCIENCE OF SOCIAL ADJUSTMENT. By SIR JOSIAH 
Stamp. (London, 1937: Macmillan & Co., Ltd. 
Price 7s. 6d. net.) 

StR JOSIAH STAMP realises the necessity for the 
scientific regulation of economic activity in the interest 
of progress and stability. He rejects, however, the idea 
of totalitarian control, partly because he doubts whether 
this country wants to go that way. What he wants is 
regulated indiv idualism, which, while preserv ing as much 
as possible of the moving spirit of the existing system, 
introduces official guidance and limitations in the interests 
of the community. The essays published in this volume 
claim to indicate some of the broad outlines of his new 


policy. 

A StmpLE THEORY OF CAPITAL, WAGES AND PROFIT OR 
Loss. By E. C. vAN Dorp. (London, 1937: 
P. S. King & Son. Price 12s. net.) 

Miss vAN Dorp established an international repu- 
tation when, soon after the war, she denounced Professor 
Cassel as an apostate from his own theory of purchasing 

power parities. In her article appearing in the “‘ Econo- 
mic Journal,’’ she easily succeeded in out-Casselling 
Professor Cassel. In her present book, Miss van Dorp is 
making a bid to out-Keynes Mr. Keynes. She contends 
that Mr. Keynes’s ‘“‘ General Theory,” far from being 
revolutionary, is based on highly orthodox and time- 
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honoured principles. It is a pity that, in spite of the 
title of the book, the theory expounded by Miss van 
Dorp is not quite so simple. At any rate, it is hardly 
simple enough for the practical banker not trained in 
finding his way in the mazes of academic argument. 
As a contribution to the literature that came into 
existence since the publication of Mr. Keynes’s last book, 
it is, however, of great value. 


THE ECONOMIC DEVELOPMENT OF FRANCE AND GERMANY, 
t815-1914. By J. H. CLAPHAM. 4th edition. 
(Cambridge, 1936: Cambridge University Press. 
Price 16s. net.) 

Economic history is coming into its own from the 
point of view of providing a broader background for the 
specialist and of providing interesting reading matter for 
those interested in economic subjects without being able 
to follow too technical discussions on present-day prob- 
lems. Professor Clapham’s book, which is almost a 
classic, contains two chapters on money, banking and 
investment during the first half and second half of the 
nineteenth century. They give a good bird’s-eye view 
of the developments of the present banking system in 
the two countries. 


ORGANISED COMPENSATORY TRADING. By EDGAR MIL- 
HAUD. (London, 1937: Williams and Norgate. 
Price 5s. net.) 

Tus book contains much interesting material on 
exchange clearing, both as it operates and asit is advocated 
by its various supporters. It deals in some detail with 
the League of Nations inquiry into clearing agreements, 
but fails to provide systematic criticism of the many 
shortcomings of the League report. The bulk of the 
book deals with Professor Milhaud’s own scheme for 
multilateral clearing. 


To-MORROW’S MONEY. SEVEN Essays By MONETARY 
REFORMERS. Edited by MONTGOMERY BUTCHART. 
(London, 1937: Stanley Nott. Price 5s. net.) 

Tuis little volume consists of essays by Mr. Arthur 

Kitson, Professor Soddy, Dr. McNair Wilson, Major 

Douglas, Mr. G. D. H. Cole and Mr. Jeffery Mark, and 
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an essay by Mr. Stuart Barr on Silvio Gesell. The various 
monetary reform schemes included in this volume vary 
widely, but according to Mr. Butchart they can all be 
reduced to the common denominator of public control of 
money, monetary policy and prices. Although the 
improvement of trade conditions has diverted attention 
from radical monetary reform schemes, this volume may 
be interesting as a pocket reference book on the schemes 
of some of the leading exponents of the reform movement. 


EssAI SUR LES MOUVEMENTS DES PRIX ” big g 
DEPUIS LA STABILISATION MONETAIRE. r J. M. 
JEANNENY. (Paris, 1936: Receuil Mc Price 
Irs. 30 net.) 

THis book covers the period of 1927 to 1935. It 
consists of two parts, the first dealing with tendencies in 
prices in general and the second with tendencies of prices 
of particular groups of commodities. One of the interest- 
ing conclusions reached by the author is the dependence 
of the French price level upon the tendency of world 
prices. Between 1927 and 1929, prices in France 
advanced in accordance with the international tendency, 
while since 1929 they have been falling. The attempts 
of the authorities to isolate French prices by means of 
customs duties and quotas have failed. The author’s 
merit is to have adopted a statistical treatment of the 
subject, in which respect French economic literature is 
remarkably backward. 


THE TWINKLE. By SIR FREDERICK PASCOE RUTTER. 
(London, 1937: Hazell Watson & Viney. Price, 
cloth 7s. 6d. net, morocco 12s. 6d. net.) 

lHIs is a book of reminiscences by the Governor of 
the London & Lancashire Insurance Company, with a 
prefatory note by Lord Hewart of Bury. Since his 
entry into this insurance office in 1873, Sir Frederick has 
travelled in most of the countries throughout the world 
and has met many famous men in public life. The cost 
of production is being met by the author and the 
proceeds will be handed to the Chartered Insurance 
Institute to be divided by them between the Insurance 
Clerks’ Orphanage and the Insurance Benevolent Fund. 


XN 
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The New West End Office of the 
Chase National Bank 


NEW branch of the Chase National Bank has been 

opened at 51 Berkeley Square, W.1, under the 

management of Mr. Harry E. Darling and is the 
third London branch of the Chase organisation. The 
main London branch will be transferred on May 3 to larger 
quarters at No. 6 Lombard Street, E.C.3. In silition to 
the two branc he ss named, there is a branch at Bush House, 
Aldwych, W.C.2. In opening the new branch in Berke ley 
Square the Bank has moved into the centre of London's 
West End. No situation could be more convenient both 
for the Bank’s West End customers and for American 
and other visitors from Overseas. It is within easy 
reach of all the leading hotels, shopping centres, clubs 
and amusements. The opening of the new branch at the 
present juncture is particularly timely in view of the 
many American visitors who will shortly be in London for 
the Coronation. 

rhe historic association of Berkeley Square with many 
great names in English history and literature, such as 
Clive of India, Horace Walpole, Charles James Fox, 
William Pitt, Lord Brougham, Lord Rosebery, Alexander 
Pope, Colley Cibber and others, and its acknowledged 
reputation as one of London's most beautiful squares, 
has led the Bank to preserve as far as possible the 
atmosphere and appearance of No. 51, both inside and 
out, and only a minimum of alteration has been carried 
out to make the premises suitable for banking business. 
rhe typically Georgian character of the house has been 
retained and indeed, in at least one room the Bank has 
been successful in tracing and restoring the original 
panelling, which had been removed at an earlier date. 
Visitors from overseas will find more than _ the 

customary banking facilities available to them. In 
addition to the chents’ writing room and the main recep- 
tion room, a special feature is the Ladies’ Department 
organised under the personal supervision of Miss Mary 
Vail Andress of New York, who will remain in London 
during the summer. 
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BANK OF AUSTRALASIA 
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MR. LIVINGSTONE-LI 


| meeting of the 
the Bank of Australasia 
was held, on \pril 1. at the office of the 
rporation No } Threadneedle Street 


annual genera 


etors of 





ion. E.C., Mr. Frederick V.C. Livingstone 
rmonth, D.S.O. (the chairman), presiding 
[The manager Mi Edmund Godward 
ing read the notice convening the meeting, 


1irman said: The vear under review 


one of general progress in Australia 





{ although parts of that continent hav 
red drought conditions, vet the prices of 
ts production in overseas markets have 
terially appreciated, with a result that it 


n possible for the Federal Government 
relief in taxation to the 
ind enterprise 


ibstantial 
yuragement of trade 


Wor h is Australia’s staple product, 
1 difficult time in the previous vear, has 
9 its position with regard to price 
is has been partly accomplished owing to 
rtag n the commodity, but it also 
ts t iter buovancy in the world’s 
Yo ¢ ware that for some con 
le time there had been complete 
ige of our wool sales to Japan, one of our 
5 st ers, but I a1 id to say that 
onversation between the 
S i nd Japanese Governments the 
spute has no been amicably settled and the 
nes buvers have now recommenced 
ses I the markets in Australia 
‘ ncreasingly tive 
old production in Western Australia in 
S than double that of 19290 In 
pit Ss 176 fine ounces, 1n 19360 1t Was 
5,205 ounce valued at 4 2>32 000 \ustra 
In Ne South Wales, a much smaller 
r, the increase was even more remark 
Zz f 1 $960 Ounces IN 1929 to 
) ou sin 1936 Victoria's gold pro 
tion last vear was 113,940 ounces, and 
ensland’s 115,550 ounces 
he final official figure for wheat production 
Commonwealth is 137,400,000 bushels 
his very much below the average owing 
lrought conditions Prices, however, are 
nsiderably higher than in recent years 


OVERSEAS TRADE EXPANSION 


\ustralia’s overseas trade for 1936 shows 
nsiderable improvement over 1935, and 
favourable balance of 424,500,000 com 
S with one of 421,508,800 for 1935 
xports vere 113,000,000, agalnst 
101,000,000 in 1935, and imports of 


Her 
United 


9,500,000 


with the 


59,000,000 ( ompared with / 


uurable trade balance 
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amounted 
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Kingdom to £20 


6,000 as 


against 4 the preceding year 
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COMMONWEALTH FINANCI S3 


Commonwealth finances for the vear to 
June 30, 1936, showed revenue /66¢ $0,000 
and expenditure 16,050,000, exclusive of 
amounts distributed to States, 417,023,000 
thus showing a surplus of 43,567,000 Chis 
surplus it is proposed to appropriate as 
follows {500,000 to further assistance to the 
States, 42,000,000 towards the Defence pro 
vramme, and the balance of 41,067,000 goes 
in reduction of the accumulated deficit of 
417,000,000 This reduction is, if be lated 
ery welcome leaving the deficit undealt 
with in the past has raised the question 
whether that was in accordance with sound 


finance 


BALANCE SHEET 





You will not find much to comment upon 
in the balance sheet, the total of which is 
some 4100,000 lower than that of 1935 Che 
only items that seem to call for explanation 
are cash balances, which are some £100.000 
less, and Australian Investments, wh are 
some 41,100,000 lower than in 1035 Natur 
iully, when trade improves the demand for 


advances increases, and our liquid resources 
have naturally to be drawn upon to meet thi 
requirements of our customers reased 

You that adv 
by nearly 41,000,001 I 


profit and 


lor in 
commodation 
increased 
deal with the 
later on 


will see ances 


have 


will 


loss account figures 


NEW ZEALAND 

[The Government's first step 
socialisation of the dairying industry and 
having paid the producer a fixed price, they 
have proceeded to sell the output in overseas 
markets with the result that the banks have 
to handle the homeward exchange 
Only that portion of the proceeds of the sales 
not required to finance Government 


the 


has been 


ceased 


under 


takings and debts will be available for the 
financing of imports into New Zealand. This 
must result in a diminution of the already 
slender profits made at some of our New 
Zealand branches, but we have some hope 


that we shall receive more equitable treatment 
from the present Labour Government than 
we have had from their predecessors in the 
matter of taxation which, hitherto, as applied 
to banks, has been levied on a hypothetical 
profit which largely exceeds the actual one 
rhe inequity of the present method, which 
applies solely to banks, has been admitted 
by more than one National Government in 
New Zealand, but has not been remedied 
We have a promise that it will be looked into 
by those now in power. 
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Company Meeting. 


ALLIED LONDON | 
PROPERTY SOCIETY 


EXCELLENT 


HE annual general meeti 
T \llied) London Property 
Limited, was held on March 30 
Holborn Viaduct, London, E.C 
Alfred J. Callaghan, LL.D 
chairman, said that a year ago |} 
to prophesy that at their next 
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gTess He was very glad to be in 
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Bank Meeting 
CHARTERED BANK OF INDIA, AUSTRALIA 
i AND CHINA 


TY I THE IMPORTANCE OF OVERSEAS TRADE 





MR. A. D’ANYERS WILLIS’S SURVEY 


Tue hty-third Ordinary General It is to be hoped that in view of Lancashire 





| Meeting of the Chartered Bank of India meeting India in the matter of increased 
Australia and China was held on March purchases of her raw cotton, and taking 
it the bank’s premises, 38, Bishopsgate, into consideration a connection extending 
ol t ndon, E.< over a large number of years, with a complete 
oclet Mr. A. d'Anyers Willis, the chairman of understanding of local conditions, India will 
t2 the bank, presided, and, in moving the adop yield to the British market terms which 
m of the report and accounts, referred first Manchester will consider fair and reasonable 
P. t to changes in the direction and personnel of India’s export business is rapidly improving 
ntur the bank He then dealt with the principal at higher price levels, due to the steady 
sures in the balance-sheet and profit and and increasing world demand for her products 
. ss account The net protits at £496,682 
osit for the year Showed a small decrease of £1,961 BURMAH AND BRITISH MALAYA 
nont nd they proposed to pay at nal dividend at 


: To-morrow will s the political separation 
i] the rate of 14 per cent. for the half-year = | see e politica parat 
of Burmah from India 


I am sure that we all wish that Burmah 


a land which Nature has so richly endowed 


y ther] urving forward 4182,719 
I the chairman said: rom this 
as vou know, been consistent 





may long have prosperity and contentment 

















lvocating that Great Britain's overseas ; 
le should be fostered by every available W!thin_her borders . 
ns. It has been our policy in the field In British Malaya Be Ee CeCes | On xi 
hich perate to render everv assistan ; slump have now all but disappeared and witl 
: n avpr hed towan he culmination rising prices of ali her commodities there 1s 
id eT ae have appealed an air of prosperity nda feeling of optimisn 
sale i aac ring snterests in fol the future which is in distinct contrast 
int provided, of course, they carry to the gloom of the past five vears 
then ind principles of finance, making 
1 reasonable banking risk SIAM AND DUTCH EAST INDIES 
Aes | that export trade should seem It was at one time feared that the devalh 
p Rig SRT trade is expand tion of the currency of Indo-China, which is 
it I to emphasise the desirability aligned to the French franc, would favout 
mis at ntion being devoted to overseas rice exports from the latter country to the 
eS, CSP y as, should they be neglected — great disadvantage of Siam, her near neigh 
S they may not be available when the bour \ world shortage of wheat, however 
sent abnormal domestic conditions have has caused all supplies of rice to find a read) 
Pyeee market at rising prices 
INDIA I am sure we all welcome the return te 
: prosperity of the Dutch East Indies, whic] 
nder the new Constitution which becomes shared to the full the ill-effects of the recent 
tive to-morrow it is to be hoped that depression Of great assistance to the trade 
msible Indian opinion will move along — of the Dutch East Indies during the past 
ine of effective co-operation, and in the vear was the devaluation of the guilder. 
istify the responsibility which our 
in friends have now attained in the 
rment f their country CHINA 
India has given notice of terminating the In happenings in China which have mac 
tawa Pact, and a new trade agreement the greatest impression on the Western 
veen her and Great Britain is now undet1 banking world in the last vear or so, probably 
Ission Incidentall\ the Japanese that of the change in China to a managed 
ernment is also negotiating a_ fresh urrency stands out relatively as the most 
sreement, to take the place of the existing important In last year’s speech misgivings 
vhich expires this month Che result vere expressed regarding the ability of the 
great importance to Lancashire with Chinese Government to maintain a managed 
gard to her export of textiles currency So far the arrangements have 
9 Che high level of Indian protective duties been successful, and if, aided by a healthy 
tinues to give Indian-made goods an export trade, and provided that no major 
twhelming advantage over those manu political upheaval takes place to challenge 
tured in Lancashire, and, so far as the the authority of the Central Government 
tter qualities are concerned, current prices there seems no reason why they should not 


beyond the range ot prospective continue to be a success 


nsumers The report and accounts were adopted 
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The New Paris Office of the 


Westminster Foreign Bank 
By Professor C. H. Reilly 


j O build a new bank in the Place Vendome in Paris 
is unlike building a new bank anywhere else, cer- 
tainly unlike building one in London. First we have 

no architectural composition in this country we treat with 
the same respect as far as the exterior goes. The front 
wall of the houses round the Place Vendome is a public 
monument which has to be preserved intact whatever 
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GENERAL VIEW OF THE PLACE VENDOME 

happens behind it. Our notions of preserving notable 
architectural compositions are rather different. Think 
how we allowed a tall building in the rear to overtop one 
of the Carlton House Terraces or worse still how we 
have preserved Soane’s great wall enclosing the Bank 
of England buildings by allowing it to be sat on by 
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a vast new structure in a 
ditferent manner. The French- 
man’s idea of preservation is 
certainly not that. He is a 
logical person who means 
what he says. We think 
we have preserved a building 
if we have kept a few stones 
in place, however much we 
have destroyed its spirit. 
The Place Vendome to-day, 
except for Napoleon’s column 
in place of the equestrian 
statue of the King in its 
centre, is In exactly the same 
state as far as the eye can 
see from the ground as it 
was when Jules Hardoin 
Mansard designed and built 
it between 1685 and 1720 
under the name Place Louis 
Grand. It was designed as 
a series of elegant town 
houses forming a symmetrical 
rectangular composition with 
canted corners. It remains 
externally the same_ to-day 
though most of the houses 
have been rebuilt as_ hotels, 
offices or what not. If |} 
Mansard and Louis XIV 

came back to earth it would | 
not be until they had pene- 
trated the actual buildings 
that they would discover 
they were no longer the 
domestic ones they knew. If 
they called at No. 18, instead of 
the rather ornate nobleman’s 
house with richly panelled 
walls and baroque ceilings, 
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on a long narrow site some fifty feet wide by a hundred 
and ninety feet long, which they might expect from the 


unaltered front, they would find inside, something 
very different. In place of the second of the four arches 
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THE FRONT SHORED UP FOR PRESERVATION 


of the front leading to an entrance hall and staircase 
with a small reception room on the right, it would lead 
them into a long severe apartment apparently built 
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out over the courtyard at the back and extending across 
the full width of the house. This banking hall, which 
no doubt would seem harsh and strange to them with 
the long straight lines of its counter running down 
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\ VIEW OF THE SHORING ACROSS THE SITE 


three sides and its plain square marble piers with no 
capitals and its beams with no cornices, would surprise 
them most though in the way the light comes through 
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the panels of the ceiling in the further half. If, however 
they went upstairs, or took the lift if one can imagine 
them doing such a thing—it may be remembered 
Louis XIV made his architect a nobleman so that he 
could be seen with him—they would find in the house 
above the front portion of this lengthy hall a series of 
rooms on the three upper floors looking out into the 
Place Vendome through the very same window openings 
as did those of the old house, and at the back, other ones 
looking out on to the courtyard. This courtyard, 
however, would be at a higher level than the old one 
they knew, being indeed the upper side of the vaults 
of glass bricks and cement which seemed so startling a 
feature from down below. On one side of it too, they 
would see running down the whole length of the yard and 
crossing the end of it a tall white building with endless 
regularly spaced windows which must surely be to some 
prison, or perhaps factory, this queer new civilisation re- 
quires a private house to possess. But the strangest thing 
of all, the one which would make their hair stand on end, 
if their massive wigs allowed such a thing to happen, is 
that this great new building on three sides of the long 
narrow court appears to carry itself in the air above 
the glass below it without any visible supports except 
at the three corners. In this state of bewilderment we 
had better leave the great monarch and his architect 
and consider the new building as the exciting modern 
structure it really is apart from the old front wall to 
the place. 

First the photographs show very clearly the pre- 
cautions the architect and his contractors had to take 
to maintain the front wall while clearing out everything 
behind it. There are the stone dormers alternately 
slightly larger and smaller—a refinement to prevent 
dullness I confess I had not noticed before—standing 
up with no roof behind them and through the windows 
below one sees the forest of scaffolding used as struts 
to keep the long side walls from collapsing. These, it 
was found, had no proper foundations and in any case 
had to be carried down two storeys below ground to 
enclose the vaults. 

The plan of one of the upper floors which is published 
shows a building on three sides of a long narrow court- 
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Architect Messrs. Charles & D. Letrosne 


COURTYARD WALLS IN THE ROUGH 





Architects} [ Messrs. Charles & D. Letrosn 


COURTYARD WALLS FINISHED 
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vard. If the bank had allowed the first floor plan to 
be shown as well it could be seen that the long connecting 
link of building between the front and back buildings 
is much wider on the upper floors than it is at the first 
floor level. This is due to the cantilevering of the great 
mass of this building with its four projecting floors out 
over the courtyard, both to allow light to reach the 
glass vaults under it and to provide floor space fo1 
clerks on the upper floors instead of a mere connecting 
corridor. It is this cantilevering of a high building, 
into space above a glass roof with the appearance 
that the whole building is bridging some eighty feet 
from support to support, which is so hair-raising and 
exciting. It is indeed a fine example of what modern 
ferro-concrete construction can do and the walls them 
selves, I suggest, have been made very finely to express 
this construction. They look like a grid of some whit 
homogeneous material stiff enough to support itself ove 
space. The photographs show, too, how excellently th 
french can finish off their rough concrete substructur 
Messrs. Charles and D. Letrosne, the architects, are to 
be very sincerely congratulated on them, prison-like as 
they no doubt would have appeared to Louis and his 
courtiers. Indeed they seem to me as truly expressiv 
of our present outlook as were the curly dormers and 
pilasters of the front of that of the times of Louis NIV 
Would that we had over here more such buildings, and 
not only hidden away in courtyards ! 

As the full plans are not available we can only judg 
this interior from the banking point of view as a banking 
hall and so much well-lit working space. The banking 
hall which is reached at once from the Place Vendome 
and into which its four ground floor arches look, has 
an air of spaciousness and light hardly to be expected 
from the early eighteenth century exterior. This is 
due to the removal of all interior walls and allowing the 
hall to spread the full width of the building some fifty 
feet and to extend almost three times that in depth. 
lhe vista so formed is only contracted by piers at one 
point where are the lift and staircase and that only 
to the width of the public space betwen the counters. 
This really adds a good deal to the apparent depth as 
does the top lighting of the rear portion. These piers 
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ENTRANCE SECTION OF THE BANKING HALL 
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GENERAL VIEW OF THE BANKING HALL 
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and the walls appear to be lined in an artificial marbl 
material and are wisely left unpannelled. The beams 


1; Vessrs. Charles & D. Letrosne 


REAR PORTION OF THE BANKING HALL SHOWING THE VERY 
INTERESTING GLASS BRICK VAULTING 


of the ceiling too are left plain and rectangular in section, 
though no doubt some are false to give a regular lay 
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out to the ceiling. The result is a combination of 
elegance and modernity we rarely see over here. The 
working space on the various floors surrounding the 
courtyard is a clean shell without garnishing of any 
kind. The furniture and the human beings are to 
give the interest and as the storey heights are low this is 
no doubt right, though one might have asked for a 
little higher finish in the surfaces. In the basements and 
on the service stairs and lavatories a curious mosaic 
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THE MANAGER’S ROOM 


of largish triangular pieces of white marble with occasional 
triangular pieces of black has been used which reminds 
one of Victorian oilcloth but I daresay it is very practical. 
[he one interior which seems inconsistent is that of the 
manager's room but it no doubt looks out on the place 
and has therefore been finished as an old room belonging 
to the era of the front and not of the bank. It may be 
well, too, for his clients that the manager should be a 
little sentimental in his own room, 





